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PROCEEDI NGS

NOVEMBER 23, 2010 9:10 A M

M5. KOROSEC. All right, good norning, everyone. |
think we’ll go ahead and get started. |’ m Suzanne Kor osec.
| manage the Energy Commi ssion’s Integrated Energy Policy
Report Unit. Welconme to today’s workshop held by the
Comm ssion’s Integrated Energy Policy Report Conmittee and
the Electricity and Natural Gas Conm ttee on Assessnent of
Electricity Infrastructure Need as part of the 2011
| ntegrated Energy Policy Report, or |EPR Proceeding.

"Il start with just a few housekeeping itens. For
t hose of you who may not have been here before, restroons
are in the atrium out the double doors and to your left; we
have a snack roomon the second floor at the top of the
stairs, under the white awning; and if there is an energency
and we need to evacuate the building, please followthe
staff out of the building to the park that is diagonal to
the building, and wait there until we’'re told that it’'s safe
to return.

Today’ s wor kshop i s being broadcast through our
WebEx conferencing system Parties need to be aware that it
is being recorded. We'Il make an audi o recording avail able
within a few days after the workshop, and then we’'ll have a
witten transcript available wi thin about two weeks.

We have a very sinple agenda today, starting with
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5
openi ng comments fromthe dais, followed by a brief overview
fromDr. Jaske and David Vidaver, on staff’s proposal for
electricity infrastructure need assessnent in the 2011 | EPR
and then we’ll nove directly to public coments. W' IlI| take
comments first fromthose of you here in the room and then
we'll turn to the folks that are on WebEx. For those of you
who are here in the room please cone up to the center
podi um and use the m crophone so that the WebEx peopl e can
hear you, and also so we can capture your coments in the
transcript. |It’s also helpful if you can give the
transcri ber your business card when you conme up to speak, so
we nmake sure that your nanme and affiliation are reflected
correctly in the transcript. WDbEx participants can use the
chat function in WbEx to |let the coordination know that you
have a question or coment, and we' Il open your line at the
appropriate tine. W’re also accepting witten comrents
until the close of business on Decenber 10'", and the Notice
for today’ s workshop, which is available on the table out in
the foyer are also on our website, it tells you the
procedure you need to go through to get those comments into
t he Docket .

Just sone very brief context for today's topic. The
2009 IEPR identified the need for a statewi de Integrated
Pl anning Process for electricity infrastructure that

bal ances our policy goals to reduce environnmental inpacts of
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energy production and use with the need to nmaintain
reliability and affordability of electric power. California
has strong energy policies in place to increase the use of
preferred resources |like energy efficiency, demand response,
renewabl es, distributed generation, conbined heat and power,
and rooftop PV. In addition, our new Governor’s Cl ean
Energy and Jobs Plan identifies the need for a plan and
tinmeline to make new honmes and comrercial buildings in
California zero net energy, as well as the need for a
renewabl e energy plan by July of this year, to expedite
permtting of high priority generation and transm ssion
projects. His plan also sets aggressive goals for 12,000
megawatts of | ocalized and distributed generation by 2020,
and 8,000 negawatts of additional |arge-scale renewabl es,
along with i ncreased conbi ned heat and power projects. At
the sanme tine, we have other policy goals |ike decreasing
use of once-through cooling technol ogi es and power plants,
retiring aging power plants, nodernizing the State’'s

transm ssion system and reduci ng greenhouse gas eni ssi ons
in the electricity sector. So, the 2009 IEPR identified the
need for a nore coordi nated pl anni ng and assessnent process
for electricity infrastructure, that allows decision-makers
to set priorities, identify trade-offs, and turn these
broadly framed objectives into specific actions and,

eventually, into sonething |ike a statew de blueprint for
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what the electricity systemw ||l need to | ook |ike to neet
our various policy objectives, while still providing
reliable and affordable electricity to consuners.

So, today’s workshop is | ooking at staff’s proposa
for a need assessnent project which is an inportant
conponent of developing that kind of a blueprint. Dr. Jaske
will provide a brief overview of the staff’s proposal, but
first let me turn it over to the Comm ssioners for opening
comrent s.

COW SSI ONER BYRON:  Madam Chair, | hear M.
Korosec’ s voice, but where is she? | don't quite — oh,

t here she is back behind the —

M5. KOROSEC. W have a very large nonitor up here

now, so...
COMM SSI ONER BYRON:  You're invisible to us up here.
CHAI RVAN DOUGLAS: So, opening comments, |'II be

very brief. |’mpleased to be here and thank staff for the

white paper that they’ ve put out for our review and for
public comment. As Ms. Korosec indicated, we are | ooking at
how to bol ster analysis of distributed generation storage
and how to integrate the renewabl e energy plan that the
Governor-Elect has called for in the C ean Energy Jobs
platform and integrate those concepts into the concepts
that we' |l be tal king about today. So, there will be a

consi derabl e anobunt of work that we’' |l be doing to scope and
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integrate all of these ideas. W'IlIl look forward to public
comment on all of that. Conm ssioners? Comnr ssioner Byron.
COW SSI ONER BYRON:  Thank you, Madam Chair. 1’ ve
been | ooking forward to this workshop for a while and |
appreci ate the fact that there are so many of you here today
to participate in this discussion, we really val ue your
input. | would characterize it this way: so far, siting
power plants in California has been a piece of cake. You
know, we fully mtigate nost all the inpacts for natura
gas, there’s few overrides that are necessary — even the
| arge solar plants that we’ ve been permtting, the | arge
solar thermal plants where we’ve had immtigable inpacts and
had to override them we’ve sonehow managed to get through
t hat process and produce, | think, very good projects. But
now, of course, we’'ve got these other constraints, the
priority reserve has pretty nuch gridl ocked the South Coast,
we’'re going to soon reach transm ssion and renewabl e
integration limtations, which have not take effect yet, and
t he once-through cooling Iimtations and deadl i nes are goi ng
to prove pretty form dable here soon, as well. Add to that
that, in California, we have disparate processes of
procuring electricity, siting plants and transm ssion, and
the multiple jurisdictions — it’s going to get an order of
magni tude nore conplicated in the ensuing years. And can we

site new power plants and retire aging plants in this newy
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constrai ned environnent? Can we nmake sone no-regrets
deci sions early on, on how nuch and what type of generation
and where it will be needed? How can we convince | ocal
jurisdictions what’s going to be needed? And really, are
the utilities and the devel opers ready for this nore highly
constrai ned environnent? They al ways amaze nme in com ng up
with projects that fit our policy needs and fit all these
constraints, but | think it’s going to get nuch nore
chal | engi ng now.

So, this Commssion is certainly interested in
| ooki ng at what can be done ahead of tinme to prepare for
what | think is going to be a very difficult environnent.
W’ ve put some of our best minds to work on this and, in the
2011 IEPR, we will begin to address this in a nore
significant way. | think you'll hear today that the staff
has got a lot of — they're well aware of many parall el
efforts that are trying to address the very aspects of this,
it’s incunbent upon this Commission to try and figure it out
and put the whole picture together. So, | certainly |ook
forward to today, | think this is a very inportant subject
for this Comm ssion to address, if not perhaps the nost
i nportant for the next couple of years.

COW SSI ONER WEI SENM LLER:  Actual ly, again, | would
like to thank everyone for their participation today and, in

t he subsequent phases of this process. This is ny first
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10
time on an IEPR on this side of the dais, so |ooking forward
to working through a ot of interesting issues with folks.
Qobvi ously, nost of ny focus so far here has been on siting,
but nowit’'s time to shift nore over to the planning part.

| think Comm ssioner Byron hit the chall enges that
we really, | think, as the white paper has pulled together
or focused on, is the South Coast between the once-through
cooling priority reserve issues and energi ng greenhouse gas
regul ations, of howto deal with reliability needs there in
the Basin, and the tradeoffs between generation and
transm ssion as we shift nore to renewables. | think, as
this paper has worked its way out, other events have
occurred, obviously we have a new Governor, and the new
Governor has a C ean Energy Jobs Program and we wil|
certainly refocus this IEPR to reflect the election and
those priorities. In particular, we have a very strong
focus on the Renewabl e Generation and Transm ssion Pl an that
will be done by July. | think we will build off sone of the
priority exercises we are now going through as part of the
REAC group, look at priorities next year on siting and
transm ssion for renewables, it certainly will build off of
the | essons | earned process that we’ re | aunching on siting.
But ultimately, | think, there is a lot of work that is
going to have to be done on the DG part, | guess the bottom

line is we certainly take the Governor’s goals of 12,000
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11
megawatts of DG 8,000 negawatts of utility scale
renewabl es, seriously. And we will cone up with a plan to
nmeet those targets, and certainly we |look forward to
everyone working with us on that. At this point, we're
still trying to think through the inplications, although
think one nodel to think of is the BUC Strategic Plan for
Energy Efficiency. | think the State needs a simlar
docunent on renewables, | suspect that is what the Governor
contenplated. So, with that, again, welcone to this
process. W' Il obviously be rethinking and we'll re-
struggle or re-scope parts of this, but the bottomline is
we w il get the renewabl e plan out on tine.

M5. KOROSEC. All right, I think we’ll turn it over
to Dr. Jaske and David Vidaver to take us through the staff
pr oposal .

DR. JASKE: Good norning. For the record, ny nane
is Mke Jaske, in the Electricity Supply Analysis Division.
Wth nme is ny coll eague, David Vidaver, and al so co-aut hor
of this paper. W are seated here at the table, we don’t
have a Power poi nt presentation, what I’mgoing to do is
literally give you a guided tour through the paper, so |I’'m
going to take maybe 20 m nutes or so and turn the pages and
hit some high points, paraphrase what is there, sort of
staff’s way of bringing the nost inportant pieces to our

attention this norning.
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So, in the Executive Summary on the first page, the
2009 I EPR, of course, made a decision that the Energy
Comm ssion would create a nore formal, quantitative,

i ntegrated need assessnent elenent of future EPR s, so here
the staff is with a specific proposal about how to do that.
You’' ve already identified the fact that we have been
pursui ng as agencies -— U.C., Energy Comm ssion, ARB/ISO in
particularly -- the California C ean Energy Future, a way of
bringing together all of our policy goals and nerging those
with, in particular, the reliability concerns that are a
responsibility of the | SO and ot her bal ancing authorities.
Now we have CGovernor Elect Brown with a very simlar vision,
but different in sonme particulars, and as Conm ssi oner

Wei senmi |l er just now nentioned, distributed generation
being one that is seemngly, in particular, enphasized nore
so than in California O ean Energy Future.

There are a nunber of applications for this effort
that are identified on page 2, one that is not called out
perhaps as nmuch as it ought to have been is that the
passages in the Warren- Al qui st Act, Public Resources Code
25301, 2 and 3, all directly say that the Energy
Comm ssion’s | EPR shoul d undert ake assessnents, you can use
it as assessnent of need at sonme point in there; we’ve done
that in a formal way in the 2005 | EPR, paid nore attention

to policy issues in the 2007 and 2009 I EPR s, and now, as
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i ndi cated before, we are sort of turning to a nore fully
guantitative assessnent of what kinds of infrastructure are
needed. There are a nunber of other applications that one
can imagine, the information use of this, the bringing
t oget her of the nuneric consequences of all these various
di sparate policies, and the constraints of reliability, a
| ot of rhetoric conflicting with the person speaking it on
who tend to push singl e-purpose solutions to our electricity
needs and problens. So, to the extent those can be nore
readi | y understood and conprehended by bringi ng together an
overvi ew assessnent of how pieces fit is another purpose.

And finally, of course, Conm ssioner Byron
hi ghl i ghted the potential application of this to our own
power plant licensing, or the licensing activities for power
pl ants that even other jurisdictions do. Do we need all the
power plants that are being proposed? Are what’s being
proposed by vari ous devel opers what is needed? Do they fit
into the |ocational and operational flexibilities or a
tenpl ate that we are beginning to understand that we need,
but yet we don’t have sort of quantitative magnitudes ready
to hand, to guide the generating industry?

Sonme key term nology are identified on page 3.
These are taken straight out of the last IEPR and there is
this cascade of concepts on the top of that page fromvision

to blueprint to need assessnment to need conformance.
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Certainly, the CCF docunent is a vision and Governor El ect
Brown’ s Jobs Energy Policy docunent is another vision. They
are not in thenselves sufficiently conplete to do pl anni ng,
and they need to be translated into this concept of a
bl ueprint. So, this architectural netaphor of a vision, you
know, a rendering that is the dream then there’'s a
bl ueprint that’s necessary to really understand how a
bui | di ng woul d operate, and the engineering firmcould
actually construct it, lots of details. There are nmany ways
to translate the sane vision to different blueprints, and
unfortunately, that’s where we are today; there is not
agreenent about how to take the vision, whether it’s the CCF
version, or Governor-Elect Brown’s, and spell it out.
Everyone incorporates 33 percent renewabl es by 2020 - what
does that nmean? How much is in-state? How nuch is out-of-
state? What kind of technol ogies? Were are the |ocated
within state? Al of those different ways of answering
those questions lead to different transm ssion, different
types and anounts of the generating technol ogi es thensel ves,
portions that would fall to Energy Comm ssion |icensing vs.
| ocal processes. So, there are nunerous ways in which we
don’t yet have a blueprint that is the sinple execution, one
step after another, until you actually get there. That
| eads, of course, to a lot of uncertainty, so our need

assessnment proposal features being explicit about much of
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this uncertainty, tracing through alternative assunptions,
showi ng their consequences, contrasting one to the other,
that’s our notion of howto address this uncertainty. W’re
not going to solve it with this proposal, we’'re going to try
toillumnate it, nmake it sharper so that where there are
choi ces, we can assi st in understanding the magnitude of
what different choices nean.

And finally, need conformance. This proposal is
only to do the planning stage, the evaluation. W'’re not
proposi ng anyt hi ng about how to take the next step, which
m ght be to say, given a particular power plant, does it fit
t he geographic, or operational characteristics this analysis
suggests? That’'s a | ogical next step, but that’s not part
of this specific proposal.

Perhaps nowis the tine to take the caveat that is
i nhedded in the docunent in a couple of places and just
highlight it, particularly in light of the coments that
Comm ssi oner Weisenm |l er nmade about DG It’'s certainly the
case that a high DG vision of the future can be handled in
t he apparatus that we are proposing; the problemis that
there are many ot her dinensions of Distributed Generation
that this proposal can’'t handle. W are not in this
proposal endeavoring to describe the inpacts on the
di stribution system W’ re not capable as this project is

desi gned to understand where the distribution system can
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handl e Distributed Generation in significant anounts, and
where it is not. W’'re not able in this particul ar project
to be clear about the costs and the requirenents of any kind
of Smart Gid technologies that will allow those distributed
generation facilities to actually operate harnoniously as
part of a whole system so certainly we can put in a high DG
future in this apparatus we’'re proposing, it will show
| esser need for other kinds of resources, but it wouldn't be
a conpl ete assessnment and an ability to contrast a DG future
vs. a different future. Many of those questions can, of
course, nove farther than what |’ m saying right here, we can
ask the right question, but whether we can fully eval uate
Di stributed Generation vs. other things is very unlikely for
this project. There nay be sone supplenental attention
within the IEPR that can nove farther on that particul ar
subj ect .

Page 5 of the paper lays out sort of the basic
sinple equation that, you know, guides the capacity version
of need, so we’'re sinply projecting peak demand with
escalating it by a planning reserve nmargin and nmaking the
appropriate adjustnments for supply side resources, and
seeing if we have a position or negative nunber. W’re
going to do that at the balancing authority area |evel,
we’'re going to do that to the extent we’'re able through

assistance fromthe 1SO at | ocal capacity areas, and that
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will tell us sone things about where we have surpluses and
deficits of resources going out into the future.

We're going to propose to do this for all of the
bal anci ng authorities in the State, and so that’s one of the
ways in which this effort can be differentiated from what
the PUC is doing for IQUs within the 1SO, and the | SO
itself focusing nore narrowmy on transm ssion and system
operation questions, as opposed to overall capacity
assessnents.

On pages 10 and 11 are the beginning of staff’s
proposals, so, as | was just saying, a bunch of supply
demand bal ance tables, different bal ancing authorities,
| ocal capacity areas, imgine doing them nunmerous tinmes with
alternative sets of assunptions to give a fleshing out to
the uncertainties that exist. So, one unresol ved chal |l enge
that we have in providing a picture of what this uncertainty
means i s visual techniques for bringing all these different
versions of the future -- alternatives futures — into sone
coherence so that policynmakers |ike you and ot her users of
the information can see at a glance what it neans. There
are sonme techniques out there with different kinds of
nodel i ng backgrounds to provide a way of synthesizing, you
know, dozens or hundreds of cases, and sort of bringing
vi sual techniques to show what they nean. W' |l be trying

to evaluate those as we get to the point of devel opi ng
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actual software.

One of our nost chall engi ng di nensions of this
subject is to try to disaggregate capacity down into
different -- or into buckets, let’'s call them-- to have
di fferent operating characteristics. The 1SOis giving us
very good i deas about how renewable integration |eads to
i ncreasi ng need for regulation, up or down, for |oad-
followwng within the hour, to a | esser extent |oad-foll ow ng
across hours, and so forth. So, we are honing in on what
the different ways of describing the services, the capacity
provi des, but we are only at the beginning steps of trying
to actually identify a nethod which can be cranked through
systematically and consistently across a whole different set
of assunptions in order to understand how those requirenents
change from one set of assunptions to another.

Page 12 identifies that we’'re planning to go out
probably to year 2022 in this analysis. The last |EPR went
out to 2020, naturally, the next sense is to try to go two
nore years.

Pages 13 and 14 descri be sonme chall enges that we
have, | won't repeat each of them they' re witten up with
sone care. Hopefully the commenters today will provide sone
f eedback on those.

Pages 15 and 16 start a very lengthy table that

identifies both the specific inputs that staff proposes to
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use, as well as what we identified now as the best source of
those. And Appendix A to the paper goes into nore detai
about those sources and sonme challenges with trying to make
use of them One of the things that the |last |IEPR called
for in Chapter 3 was not only instituting this integrated
needs assessnment capability, but trying to do so on an
i ntegrated basis, or a consolidated basis, or a cooperative
basis wwth the PUC and | SO W have no doubt that both the
PUC s | ong term procurenent planning process and the various
foruns that the 1SO supply a good bit of the information
that we need for this project, and we don’t propose to
reinvent the wheel, we propose to acquire those itens of
i nformati on and nake use of them To sone extent, they may
need to be tweaked or adapted, translated, you know, into
di fferent geographies, but | think there is a strong desire
to make use of that which exists and these tables call out
in some detail where that cones from and sone of the
chal l enges with them

Page 20 identifies our project schedule. Staff
proposes to do this in two iterations. Sonetime in the
spring, we identify here in May, we would put out a
prelimnary version of the results. W would hold sone
wor kshops, perhaps staff workshops or commttee workshops,
or sone conbi nation of those, get sone feedback over the

course of the sunmer we would refine the results, bring in
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new el enents of information that are only avail abl e then,
and put out a revised version in August.

Page 21 identifies — let me sort of express this in
t he sense of the caveat — what we're proposing for this
proj ect enconpasses sone of the dinensions of numerous other
anal yses that I'’msure will be underway as part of the |IEPR
Next nmonth, | believe, there is going to be a workshop on
renewabl e net shorts, all of the ingredients to go into that
are the sane elenents that are quantitatively going to be
assessed as part of this need assessnent effort, so there
are actually a variety of renewable net shorts that one can
i magi ne, dependi ng on certain kinds of assunptions. There
are, of course, as Comm ssioner Wisenmller nmentioned, a
host of issues in Southern California having to do with OTC
power plant retirenment or replacenent, the source of offsets
for new or repowering power plants, the extent to which
demand si de neasures can reduce | oad and, therefore, |essen
t he anobunt of di spatchable capacity that nust be | ocated
there, the degree to which transm ssion devel opnment can at
| east sonmewhat substitute for the |ocational requirenents
that exist today, and allow us greater flexibility about
where to | ocate fossil power plants away fromthe coastal
area itself, or perhaps take a greater advantage of
renewabl e devel opnent than we m ght otherw se be able to.

Those are dinensions that will be enconpassed within this
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project, but we’'ll be enconpassing themin the sense of
| et’ s make some reasonable — let’s identify the reasonabl e
range of assunptions and use those as part of our apparatus
and crank through alternative futures. So, this need
assessnent project can enconpass these particul ar issues of
Southern California, but it’s not the best way to address
the issues thensel ves. The |IEPR needs to tackle directly
sone of the questions of OIC inplenentation, of the source
of offsets for fossil power plants. And there are numerous
i ssues of noving those topics forward that are separate from
and outside of this need assessnent effort.

Starting on page 22 and then going on for severa
pages are sonme particular issues that staff highlights in
trying to pull together this integrated need assessnent
engi ne and crank through alternative assunptions. 1’1l just
qui ckly list off what they are: better understandi ng of how
transm ssion is a conplenment to generation, for exanple,
where there are renewabl es, obviously there has to be at
| east a gen. tie, if not sonething nore devel oped in order
to integrate that resource into the grid; inproved
under st andi ng of instances where generation and transni ssion
are substitutes, so, a nonent ago | nentioned the
possibility that sone OIC capacity m ght not need to be
repl aced, you know, in its current location if transm ssion

is inmproved within the sort of urbanized LA Basin, and then
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allow greater flexibility of that type and |ocation of the
generation needed to serve load. An issue which cane up in
sone of the limted amount of discussions staff was able to
have with other parties before finalizing the paper is this
whol e issue of, is a capacity oriented focus as we're
proposi ng here sufficient? O, is it necessary for sone or
all of the cases, to evaluate themin parallel with system
simul ati on nodel s so as to understand fuel use and GHG
em ssions, displacenent of out-of-state resources? That's a
maj or commtnment to acconplish that in our ability to crank
cases, you know, system sinulation nodel setting wll be
very limted. To the extent that that is necessary to
better understand all these nuances, and we may be | ooking
for sone nore short cut nethods, than the full bl own ones we
would normally be using. Cearly, the desire to reflect
reliability, you know, in conjunction with policy goals is
one of the notivations for capacity bal anced tables at the
bal ancing authority area level, or the local reliability
area, but those, of course, are only particular facets of
reliability, there are other dinensions, other netrics that
woul d be desirable to try to understand, but which may be
beyond our reach in this cycle.

And | think I already nentioned earlier that we are
frankly torn between, you know, designing a whole series of

specific cases, CCEF case, a Governor-Elect Brown case, or a
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PUC LTTP case vs. exploring the much wi der real mor range of
uncertainty, or inputs and therefore results. Those are so
prom nent anong the industry that sone conbination of
specific cases, and then a nore systenmatic exam nation of
uncertainty may be the best way to go, but that’'s a topic
for which we’'re very interested in receiving feedback.

Let ne just quickly call to everyone's attention
this Section 4, starting on Page 24 where we are descri bing
how we’' re attenpting to coordinate with the PUC and | SO
doing so predonminantly in the sense of trying to nmake use of
the inputs into those proceedings, and the results that are
generated within those proceedings to the extent they al
mat ch up to our schedule. Many of the submttals that the
investor-owned utilities will be naking into the PUC s LTTP
Proceedi ng pursuant to the about to be issued Scopi ng Meno
are hopefully able to satisfy our needs and, for the
publicly-owned utilities, we'll be relying largely upon the
results of the demand and supply forns that they submt to
t he Energy Comm ssion. Staff has conducted workshops on
t hose demand and supply forns, there will be a transm ssion
wor kshop, | believe, next week, and all of those will cone
before the Conm ssion to be adopted, and their due dates are
off into the late winter and spring next year.

Section 5 of the paper, starting on page 27,

addresses uncertainty as a key di nension of what we’'re
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trying to do here, we don’t think it’s appropriate to just
focus on the particular views that the CCEF vision has, or
Governor - El ect Brown has, or the PUC s LTTP Scoping Plan as
staff understands it today, and there are many other ways in
whi ch the future can unfold, and trying to understand the
uncertainties on inputs and translate those through into
uncertainty and the results and what’s needed according to
the various levels of this aggregation, you know, is | think
sonething that we're trying to contribute to and bring to
bear in a nore systematic fashion than has been the case
previ ously.

Starting on page 29, there is sone very brief
di scussi on of a whol e range of possible purposes, of course,
one that is not literally in the paper is the one |
mentioned earlier today, the satisfying the requirenents
within the Public Resources Code, itself. And anong these
various bulleted itens, there are some that staff indicates
are nore likely to be usefully acconplished, successfully
acconplished, in this cycle than in others. W are
certainly not going to get into the specificity that is a
substitute for the CPUC s LTTP proceedi ng because we are not
going to be analyzing things at the bundl ed custoner |evel,
or at just the 1QU service area |level, we’'re | ooking at
things at the |1SO bal ancing authority |evel, perhaps SP and

MP26. W’'re not going to be getting into things at the
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| evel of detail that lets this project be a substitute for
AB 1318, that needs its own specialized study and that is
bei ng designed and initial work underway and hopefully we’ll
be able to have a public workshop on that in the next nonth
or two.

In conclusion, let ne reiterate what | hope the
paper itself says and ny sunmary comments this norning, this
is a proposal, we are at the beginning of this project, we
don’t have results, we don’'t even have the software to crank
this through devel oped yet. W are |ooking forward to
f eedback, we’'re | ooking forward to feedback here today, in
the witten conmments that | think Ms. Korosec nentioned,

t hi nk Decenber 10'", that if there are nore in-depth

di scussions any of the stakeholders are interested in
pursuing with staff, we’'re happy to do that, too, over the
course of the next few weeks or nonths. So, we | ook forward
to any questions you have now and the comments fromthe
parties. Are there questions?

M5. KOROSEC. Al right, do we have any parties
bei ng brave enough to be the first to cone up and respond to
staff’s proposal? M. Kelly, always the first.

MR. KELLY: Thank you. Good norning, Comm Ssioners.
Thank you very much. M nanme is Steven Kelly with
| ndependent Energy Producers Association. | appreciate the

opportunity to provide sone feedback on the draft of the
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report. A couple observations; first, | think it’s
important to make a distinction between an infrastructure
assessnment and a process that |eads to need conformance.
This nmechani smthat is being discussed is an approach to
integrating those two things. And where |I'mreally

confortable with the Energy Comm ssion doi ng an

infrastructure assessnent, | have nore concerns about
delving into need conformance and I’I|l explain why in a
second. Wien | | ook at the Energy Comm ssion and the

processes that you apply toward planning and, particularly,
the siting of generation, ny forenost goal is to remnd you
to do no harmand | think, in this context, particularly, we
need to evaluate the processes noving forward to nake sure
that they provide the information that you need in a tinely
manner, but do not harmthe devel opnent of generation
resources that are needed to supply | oad, whatever the types
that you need, or that the State policy directs. Just as an
aside, | did print out the docunent fromthe website and |
noticed, at least in nmy docunent, it starts on page 21, so
naturally I’ m al ways concerned about the first 20 pages of
any report that | haven’t seen, so just as a little
notation, a little paranoid, maybe, but who knows? Let ne
talk a little bit about a couple aspects here. 1'd like to
tal k about sonme of the design goals, maybe go through a

little bit of history since Mke and David and nyself and a
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few ot her fol ks have been here for a long tine and have been
t hrough sone of this, and then tal k about sone issues and so
forth. First, and again, in the construct of do no harm
" m | ooking at the design goals, and when | synthesize those
down, | focus in on a couple attributes, one is to determ ne
the operating characteristics of future generation plants,
and that those should be essentially designed by State
pl anners. That seens to ne sonething that cones out of this
anal ysis, which is an issue that needs to be further
di scussed, | think. Secondly, the report speaks to
addressing how facilities in the siting process match
pl anners’ estimtes of future need, given a range of
scenarios. Gven the conplexity of devel oping a range of
scenarios and the reality of a range of scenarios, it’s hard
froma devel oper perspective to plan in advance about what
shoul d be trying to develop projects to neet state policy
goals in past years’ siting process, and | think that
creates a problemwhich I'lI|l address in a little bit nore
detail. It really begs the question, which operating
characteristics are being sought? For what tinme frane? And
whose need is being determ ned? From a generator
devel opnent perspective, the signals that we take when we
enter California to devel op new generation, or to serve
California | oad, that process starts way in advance of any

siting project comng to the Energy Conm ssion. People
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spend years trying to identify sites, work with | andowners,
and so forth, spending |ots of noney before they even get to
you. And generally in this context in California today, the
primary factor that |eads to actual devel opnent is whether
you have a PPA in California or not, whether you can finance
the project. That's comng fromthe utilities, usually.
Either the POUs or the 1QUs, it doesn’t necessarily cone,
that price signal does not necessarily cone fromthe Energy
Comm ssion. A concern that | have is that we go down a
pl anni ng process that is constantly changing, that is not
sendi ng signals to devel opers that are constant enough, and
stabl e enough, that people can actually go out and try to
devel op the projects that are sought by the | oad serving
entities to serve consuners. And if that’s the process that
we’' re goi ng down, where we have perhaps the potential for
m xed signals over tinme, that undermne the ability of
devel opers to go out in advance to | ook for these sites and
work with |andowners, | think that raises the question of
whet her we are creating barriers to devel opment, rather than
nmoving barriers to devel opment. And my goal, and | hope
this Comm ssion’s goal, is to renove barriers to devel opnent
for the projects that you want. Now, let nme talk alittle
bit about history here, and | beg your indul gence, |’ m going
to take a little bit of tinme to wal k through kind of the

history that 1’ve experienced in California and that nany of

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29
you have, that deal with the issue of particularly need
conformance. This Comm ssion and ot her bodi es have done
infrastructure assessnents since tinme nmenorial, we wll
continue to do those, but | really want to focus in on the
i ssue of need conformance and how that can underm ne
devel opnment. Way back in the *90s, we had a biennial
pl anni ng process designed to do need conformance and
identify exactly what kind of projects were needed and
where. That inploded because the process was essentially
gained to create disincentives for developers to build
generation that were needed. The State nodified the
statutes, renoving the need conformance test, and creating
an environnent where the private sector could cone into
California and, on their dine, invest their noney to devel op
their projects, recognizing that many of those had to cone
before the Energy Comm ssion in the siting process where you
woul d review them from an environnental / CEQA perspecti ve.

If they were able to pass that test, including all the
mtigation, the assunption was that they could be sited
here, and then the next decision was, would they spend the
nmoney to devel op the capital and infrastructure to build,
and that was another question — early on, it was in the
mar ket pl ace, now it was under a PPA structure, generally.
That process, the need conformance structure, was changed

back in the *90s because we had problens with that process.
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It was overly detailed, overly planned, and it ended up not
resulting in the types of generation that we needed and, as
a result of that, was one of the contributing factors for
the energy crisis because we were resource short during a
period of tinme that things went haywire. So, | just want to
reenphasi ze the reality froma devel oper perspective of the
need — the obligation for themif they want to devel op
projects, to enter into the forumof California way in
advance of this needs assessnment or the infrastructure
assessnments that you re doing here, before they bring a
project to you to site. MIllions of dollars are spent in
that process and what they're reacting to are relatively
cl ear signals about what the State needs, generally — not
specifically down to | ocation because that allows, then, the
flexibility to go out and talk to devel opers. The problem
today is that, 1) there's a |lack of transparency and we have
overly conpl ex planni ng processes conducted by any nunber of
agencies in the State of California, all of which tend to be
sending slightly different signals about what’s needed from
an infrastructure perspective, what’'s going to be built from
an infrastructure perspective, and so forth. Those have a
tendency to del ay that advance work that | was tal king about
a second ago, froma devel oper to get out and actually spend
t he noney because the question is, what is it that

California is going to allow to be built, and who am | going
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to sell to. Developers need clear stable signals, they need
a process that is clear for the selection of the resource
that is going to go forward and they need a process that is
clear on the signals to build. And the extent to which
pl anni ng processes, which tend to be never-ending in
California, anmpongst a variety of agencies and entities |ike
the SO those nmulti-processes on planning tend to undermn ne
a developer’s willingness to spend the mllions of dollars
in upfront investnent to build those projects. Currently
today, we have a nulti-planning process that | don’t think
is particularly hel pful, we have RETI, which, conpared to
the others, is quite transparent, we have the CTPG which is
a precursor to the SO s Transm ssion Planning Study, which
is not particularly transparent, particularly to devel opers.
It is controlled and operated by the utilities. W have the
| SO doing a 33 percent integration study, which is very
conpl ex and detailed, which tends to be del ayed because of
that. For better or for worse, it’s just the reality of
planning in California. And then we have the PUC doi ng
integration studies, all of which are slightly different,
all of which may have slightly different assunptions, and
all of which nmeans that nost stakehol ders cannot follow them
properly. W are not in a position, particularly an
association like IEP, to really track this in great detai

because there are so many different foruns that this is
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going on. The only ones who are able to followthis are the
State planners and maybe their consultants, and perhaps sone
of the utilities if they view that they ve got sone
i nvestment concerns there. But that’'s a problem It’s
creating a problem about the transparency of California s
process. From a devel oper perspective, what we face,
ultimately, at the end of the day, is for 75 percent of the
load, if we're interested in serving 75 percent of the | oad,
we're at the PUC and the LTTP, where the utilities
i ndividually are applying the | east cost best fit
met hodol ogi es to determ ne how each bidder fits into the
system That, too, is not a particularly transparent
process. But that is, at the end of the day, the
determ ni ng nechani smthat drives the PPA structure, that
drives the investnent. So, | just want to point that out,
that that becones from a devel oper’s perspective the key
criteria right now for determ ning what you re going to do
and when you're going to do it. Third, I want to talk a
little bit about problens in nodeling. W’ ve been around
wat chi ng nodel i ng and everybody in this room has been
wat chi ng nodeling for way too long. Mdeling typically, at
the level it's being tal ked about here, results in del ays
because of the conplexity and usually that’s a tension
bet ween transparency and conplexity and we end up with no

transparency and i nadequate satisfaction in terns of
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sophi stication on the conplexity issue. Secondly, whenever
we turn down this process of conplex nodeling, invariably

t he assunptions that get enbedded in the nodel today, when
it cones out in a study work in 18 nonths is out of date.
Who predicted the econom ¢ recession that occurred in 20077
I f you go back and | ook at all the planning studies that
occurred in the md-2000"s, nobody saw that com ng, at |east
at the scale that it did. Nobody predicted the energy
crisis at the scale that it they did when they were doing

t hese planning studies. The problemis that the resources
that go into the nodeling are fine for an infrastructure
assessnent, but if it beconmes a tool for need confornance,

t he tool because out of date by the time it’s being applied,
and that is what | think is a very big problemif we're
going to use it for that application. And then, finally,
this is not going to be a surprise to anybody at the dais, |
nmean, as a stakehol der, we see continually bureaucratic in-
fighting between nodel s about what are the assunptions, what
are the endpoints, and ultimately what that had, the effect
of that, is to delay decision-making. And again, to get
back to ny first point, froma devel oper perspective, what
we want is some regulatory certainty. W want sonme price
signals that tell us what to do and when in advance, so we
can plan for it. The bureaucratic in-fighting that usually

energes out of this kind of — when nmulti-agencies are doing
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simlar but slightly different nodeling, it creates problens
froma devel oper investnent perspective. So, what sol utions
do | offer up froma concept perspective? First, we want to
see advance signals that would indicate what kinds of
projects, if they pass CEQA, are going to pass nuster at the
Siting Comm ssion at the Energy Conm ssion. W’re not
particularly interested in investing mllions of dollars to
cone to the Energy Comm ssion with a project that neets CEQA
requi renents and then have a finding that all of a sudden it
doesn’t neet the needs of sonme planning study that was done
a couple years ago. The Legislature addressed this a while
back, if independent power producers, or even the utilities,
are willing to nove forward and invest a dine on their
resources, we should have a process that allows that to nove
forward. Secondly, we need to reduce — or increase —
regul atory certainty in the sanme regard. And |I’mgoing to
point out the role of the | east cost benefit nethodol ogy
that is enployed today; if that’s a problem because peopl e
don’t understand how it’s being applied, and particularly
t he agencies don’t understand how it’s applied, | would
recommend that we | ook at that nethodology first, to find
out what resources that are being posed in these RFGs are
actually fitting the constructs that people have for the
desired products. |If there is a problemthere, we should

| ook at and fix that because that’'s the instrunent that is
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being used to send the primary signals to the devel opnent
community today. |If the goal here is to tell other agencies
what the need is, then | think | would like to see a clear
signal of what |’'ve seen to date anongst the various
agenci es about agreenent on that. | would like to know
where to go to nake ny argunents and not have to run anongst
four or five different agencies to work these issues out.
beg to differ, I saw the Governor’s statenent on the
integration of the agencies, |’'ve read it tw ce now because
| heard how glowing it is about what it tells the
devel opnent community; | don’t see it there. | would like
to see the agencies be a little nore affirmative about the
PUC is going to defer to the Energy Comm ssion on X, Y and
Z, and that will be it, or the 1SOis going to defer to the
Energy Conmm ssion, or the PUC is going to defer to the I SQ
or whatever. Right now, we don’t have any of those price
signals. W don’t know where to go. And we're being sliced
apart — all stakeholders, | suspect, are being sliced apart
by many different proceedings, and there’'s not enough tine
to deal with all of them So, | would just make that
observation. So, | guess, if | were to sumthis up, | mnean,
| think the Energy Conm ssion has al ways been good at doing
infrastructure assessnents, and |’ m not necessarily taking a
position here about the need for that, per se, and this

report describes a need assessnent that woul d probably be
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very helpful to the State of California. | do have
di sconfort with the notion that that need assessnent, and
all that nodeling, and all those scenario playing, are going
to have an inpact on need conformance in the actual siting
case, where devel opers have done a |l ot of work based on the
signals that you provided them and they cone to you, pass
CEQA, pass all the tests that you have on your books, and
all of a sudden it’s the wong project, on the wong street,
in the wong nei ghborhood. W have troubles with that
because it takes, as | indicated the upside, three to four
years to find a street, to find a neighbor, and so forth, to
get a project noving. And that kind of certainty is
sonet hing that we’ re | ooking for about how you' re going to
proceed on this, and where we can go to invest mllions of
dol l ars over the next 10 years. So, those are ny comments.
" m happy to answer any questions, and | ook forward to this

proceedi ng over the next 18 nonths.

COW SSI ONER BYRON:  |I’m not sure he does. Do you
think he really does? M. Kelly, | like the way you think
| understand — | believe everything you said and | think

they’'re all good conmments that we need to pay attention to.
If I’mnot m staken, though, you described yourself early on
as being paranoid, naybe that was just with regard to the
docunent, but | sense a little bit of that all through your

comments, as well. The fundanmental question I'd |ike to ask
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you, and we could get into sone other details, tinme
permtting, because |I'mjotting down all the things you' re
sayi ng, you know, do no harm the issues around State
pl anners setting operational characteristics for future
power plants, you know, the notion of coordinating and
sending the right signals to devel opers on what’'s expected
of them there’'s no doubt about it, the devel opers are
incredible in ternms of neeting all the various requirenents
the State puts in front of us. But the fundanental question
| think I want to ask you is, instead of |ooking at what
we're trying to do here as additional constraints, what if
we were to not take on this assessnment and, given the
environnmental that | outlined earlier in nmy comments, that
you' re going to be dealing with in the State going forward,
and Conm ssioner Wisenm|ler and the Chairnman added
additional things | failed to nention, such as greenhouse
gas reductions, etc., if we weren't going to do this kind of
anal ysis and we’'re going to provide this kind of additional
information that would inform other agencies and devel opers
i ke yourself, what would be the |ikelihood of your spending
mllions of dollars to cone before this Commi ssion with an
AFC, and having to spend perhaps even nore mllions of
dollars and it not being approved? Wuldn't it be much
higher if we weren’t going to do this kind of analysis?

MR KELLY: Well -
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COW SSI ONER BYRON:  Your |ikelihood of success, |
think, would be lower is what I'’mtrying to point out.

MR. KELLY: Yeah, let ne answer it this way. How
many projects have conme to you in the | ast seven years where
you haven’t been doing this kind of assessnent? How nmany
mllions of dollars have been expended by devel opers over
the | ast seven years to develop the projects that have been
sited here? And even the ones that you declined to site?
There is, for better or worse, a nunber of market signals in
California that devel opers are taking today and investing
mllions of dollars on. So, if you re dissatisfied with the
rate that devel opers are bringing projects to you over the
| ast seven years, then maybe we’ve got to | ook at that and
figure out why that’s occurring. But, if you are | ooking
back over the |ast seven years, particularly the |ast four
or five, and seeing a plethora of devel opers bringing
projects through this agency for siting, set aside all the
ones that are going through the |ocal agencies for other
technol ogi es, then the question is really, do we need to

change that? Wat’'s wong with the horse we're riding

t oday?

COMM SSI ONER BYRON: A | ot of things.

MR, KELLY: Well, but you re getting the generation
that is comng through you. | nean, if there’s sonething

wong, it’s the sense that the planning is disassociated

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

39
from—- is spread across a nunber of agencies, perhaps, and
there’s not one central place that is doing it, which is
true. And that’s not sonething that | favor, necessarily,
but it’s the question that keeps — that conmes to ny head al
the tine is, if the Energy Conmi ssion were to be that focal
poi nt, what does it matter? M nenbers that want to serve
at least the 75 percent of |oad that is supplied by the
| QUs, respond to the signals that cone out of the LTTP and
t he net hodol ogy of |east cost best fit that's applied to
review RFGCs. Additional planning will just underm ne that
in sone respects, unless it’s consistent. And if you're
here to tell me that you will be exactly consistent with the
LTTP process, and that they will accept all your
assunptions, and integrate that perfectly into their
process, that would be great, but |I’ve not experienced that
to date.

COW SSI ONER BYRON: But you nake it sound as though
this Commission is responsible for these — and | use the
word “constraints” — that this Comm ssion is responsible for
all these constraints that a devel oper faces, and of course,
we’'re not. We don’'t have anything really to do with the
procurenent process, except the demand forecast. W don’'t
have anything to do with reliability issues that need to be
addressed, you know, to neet the 1SO s concerns. | nean, on

and on and on. W’re not responsible for all these, we're
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trying to integrate this on a statew de | evel and nake sense
out of it.

MR. KELLY: Yeah, but if you succeed in integrating
it, that mght be fine. |If you succeed in sinply adding
anot her | ayer to the planning process that’'s already there,
then that’s not going to be helpful, and that’s the probl em
that we have in the state. W have a nunber of agencies
that are doing this planning work, and you may be the best
pl anner in the world, but if it’'s just in addition to al
the other plans that are going on, nost of which are not
particularly transparent because they' re so conpl ex, where’s
t he hel p?

COW SSI ONER BYRON:  And, again, that goes back to
nmy fundanmental question. | would hope you' d be standing up
there, M. Kelly, begging us to do this analysis so that it
woul d help informyou as a devel oper comng to this process,
with a better understanding of how all these various — and,
again, | use the word “constraint,” but all these various
i ssues are going to cone together

MR. KELLY: Well, |’'ve been through -

COW SSI ONER BYRON: Because | don’t think you' re
going to be able to do it 10 years fromnow, five years from
NOW.

MR. KELLY: But |’ve been through a nunber of

pl anni ng processes over the last 15 — way too long — and the
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reality is that it beconmes a huge tinme sync, a huge resource
sync for stakehol ders, and nmay not have any inpact at the
end of the day, but you’ve got to cover your bases just in
case because you don’'t really know. And that’s what |’ m
tal king about, is nmy concern that this is an additional
| ayer that has no inpact at the end of the day. | nean,
have, as a stakehol der, had to assess where I’'mgoing to
apply ny limted resources to the greatest effect. And if
you're telling ne that this is the forumwhere we’'re going
to have the work, and this is going to apply to the SO and
this is going to apply to the PUC, and this is going to
apply to the Air Boards, and it’'s going to apply to the
| ocal agencies, as well, great, |I'lIl be here and we’'ll| get
the bright people in front of you. But if you re doing
sonething in addition to all the tinme |I’m spending at the
PUC, and all the time I'mtrying to spend at the I SO and
the CTPG it doesn’'t work very well

COMWM SSI ONER BYRON:  Al'l right, fair enough. W're
all conpeting for your tine.

MR. KELLY: And | just want to go to the beach.

COW SSI ONER VEI SENM LLER:  Actually, look at it
this way, Steven, if it was easy, they wouldn’t need you.
Your clients could just handle it thenselves, but since it’'s
not easy, there’'s a need for the trade organi zation. |

think there’s a |ot of nythol ogy, obviously, in California,
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on issues, and | think part of your discussion is based in
sone of that nythology. |If you |ook at projects nowin the
Sout h Coast, they have been through here, they’ ve been
permtted, they have contracts, they ' re not being built.

Wiy is that? 1t’s not because the planning process is too
much, it’s because it hasn’'t dealt with sone of the issues
it should deal with. If you |ook at projects, if you |ook
at the Federal greenhouse gas reqgulations, if you | ook at
the EPA's recent regul atory gui dance, that’'s comng. W can
have projects that have PPAs that get through our process,
and run into a brick wall at the EPA. Unless we figure out
a way in this process to deal wth the greenhouse gas

i ssues, in a way which the EPAis going to listen to us,

ot herwi se your people are going to spend mllions and just
stop after they get their permts fromus. And that’s what
we're trying to deal with in this process, is solutions for
the South Coast issue, and for the inpending EPA issues.
It’s not going to be cheap, it’s not going to be easy, but
we have to do it.

MR KELLY: | think that, |I nmean, we all understand
the problens in the South Coast, | nmean, when | see | anguage
that says, “W, the State planners, are going to define the
operational characteristics of these units and sel ect the
ones that neet all that, and the |ocation that we want

them” and bl ah, blah, blah, to ne, that is a signal for
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probl ens down the road. |[|f what you re saying is the Energy
Comm ssion is going to cone out with a statenment on the
assessnments side of it, “You know, we need 11,000 negawatts
down in the South Coast, in-Basin,” | nean, fine. W al
know that. But if it takes the Energy Comm ssion to step up
inits planning process to nake that statenment, we would
support that. W would support things that will lead to a
resolution of the problenms down there. |It’'s not clear to ne
t hat the need conformance aspect of what |’ m sensing from
the narrative in the report necessarily solves that. And |
don’t know whet her SCAQVD is | ooking to the Energy
Comm ssion to make an assessnent of how many resources are
needed in the state to support either Gid reliability, or
what ever the public policy neasures are that the state wants
to support; that should have conme out, probably, of all the
precedent |EPR s that we’ve been doing over the last 10
years. |I'mnot certain that we need to fundanentally change
what we’'re doing in order to send that nessage to that
agency.

COW SSI ONER VEI SENM LLER: | think, certainly, the
public in that area want a regul atory assessnent that we’ ve
done all the energy efficiency we can do, all the
renewabl es, all the DG and that something is needed in that
Basin. Now, that certainly is sonething which could be

dealt with by a nunber of agencies, although |I would argue
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particularly if we can conbi ne Edi son and LAW s issues in
the Basin, but simlarly, if you just | ook at Avenal, |

mean, Avenal was permtted by here, it’s now at EPA. And
you know, it’s not noving. So, again, | think the current
systemis broken. | don’'t know if the staff framework is
going to get us to where we need to get to, but that’s the
pur pose for having our workshop today is to start getting
coments on howto inprove it so we can deal wth the pieces
in the current systemthat are broken.

MR, KELLY: Well, but all your historical IEPR s
dealt with assunptions based on energy efficiency demand
response, penetration of a certain anount of renewables, and
so forth. And I’mnot saying don't do that, you ve done
that for 10 years. Now, | may not be sensitive to what
SCAQWD is indicating that they need fromthis agency as a
decl arati on of why SCAQVD shoul d nove forward and work on
t hose projects, we would endorse that; but what |’ m sensing
is a fundanental change of the process that has been used in
the past, and maybe I'm m sinterpreting what this proposal
is, but it strikes nme as very different, or else we wouldn’'t
be tal king about it, fromwhat has been enployed in the
past .

COW SSI ONER VEI SENM LLER:  But, | nean, if you | ook

back at the MRW Study on G eenhouse Gas, if you then | ook at
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t he Avenal Decision, but then | ook at the current -- recent
EPA Regs on that, there’s a lot of stuff to do to basically
deal with the greenhouse gas permtting parts that,
certainly, this agency as part of its siting process, you
know, if we can build it in, it’s going to be a | ot easier
t han, you know, giving your people the permt and saying,
“Go deal with EPA next and figure out howto deal with their
issues.” So, if we can basically, as part of our process,
set that up — but, again, if you look at that part, that’s a
different strain than the *80s, ‘90s, need conformance
guestion. But, certainly, we're not trying to step back
into that, but trying to step past Avenal to the next step
on greenhouse gas assessnent.

MR KELLY: Well, let me — we worked — | EP wor ked
w th your agency, at the resources agency, and here on you
Regs on GHG and | thought that was a very positive outcone
where we all recognized that, if sonebody is siting a new
facility and, by definition, displacing an existing
facility, or even another facility with a higher heat rate,
the presunption is that you re getting a GHG benefit. |
haven’t read the nost recent Avenal transcripts. | guess
where ny concern is, last summer | was reading transcripts
in this agency about projects that were being sited, and
reading a narrative that was telling nme, you know, com ng

fromthe context of those transcripts, you know, “You ve
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brought nme the wong technol ogy,” or, “Your technology is in
the wong location.” Fromthe devel oper perspective, it’s
hard to deal with that kind of environment.

COW SSI ONER WEI SENM LLER:  Yeah, but | nean, the
devel opers should be smart enough to know that, in
California at this point, we’'re |ooking for renewabl es, and
that’ s going to have consequences in terns of renewable
integration. And renewable integration, the types of
facilities that they' re going to build, should not be
sonet hing base load, but it should be pretty flexible, and
that’'s certainly the nmessage people are getting, so | think
that part of it, again, if soneone hasn’'t gotten that
message from just the physical nmarket and the regul ators,
you know, they probably are going to |ose a |ot of noney in
devel opnent, but -

MR. KELLY: | totally agree with you, and they're
| osing their nmoney. | guess, though, the part that we're
teasing out here is the role of the Energy Comm ssion to
define the operational characteristics of these units at
speci fic geographic | ocations. And what |evel of detai
we’'re tal king about there. | nean, if that process noves
forward, and then there’s a parallel process at the PUC on
the LTTP and | east cost best fit nethodol ogy, which is
presumabl y doi ng al nost exactly the sane thing, it creates a

tension that is not helpful in ny view
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COW SSI ONER WEI SENM LLER:  That certainly can be an
i ssue, but I think the thing that would drive a | ot of need
in the future would be renewabl e integration, that’'s an
issue which | don’t think any of us have our arns around
very well, | nmean, as you indicated, the 1SOis certainly
taking a lead nore trying to crunch that through; we woul d
certainly hope that we can rely upon that assessnment in this
work. But, again, | don’t even think at this stage we have
— you now, we're still trying to frame that in a way that
peopl e believe the nunbers com ng out of the SO and that’s
what we’'re relying on, but, | nmean, we don’'t really intend
to re-crank all those wheels. But we do need — that’s going
to be a huge driver of our study is the 1SO s renewabl e
i ntegration work.

MR, KELLY: Well, | think that’'s right. W had the
| SO two-year study, or whatever the heck that’s going to
take, and then it cones over here for 18 nonths, or 12
nmont hs, or whatever it is —

COW SSI ONER VEEI SENM LLER:  How about a wor kshop
here? | don’t need 18 nont hs.

MR, KELLY: Well, but until you get it integrated
into your final decision, that has no bearing. And then it
goes over into the LTTP, which is an 18-nonth process,
before there is a decision there that’s telling devel opers,

“Ckay, this is what we want to do.” That is a huge gap of
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time. And all of the assunptions that went into the | SO
study work over here are out of date. And we get pleadings
at the PUC which has occurred this year, well, all of a
sudden we don’t need that now, things have changed, and
we're fighting that. And the need for regulatory certainty
and price and devel opnent signals going forward is somnethi ng
that is critical for the industry, for the investnent that
is needed, and |I’mjust enphasizing that, if we’'re bringing
it altogether, that’'s great, but if we’re adding on an
additional layer, then it’s not clear to ne that it’s
particul arly hel pful, except for maybe sone di screet issues
related to, you know, once-through cooling in the South
Coast, | don’t know.

COW SSI ONER VEEI SENM LLER: | think you should al so
assume with the new Admnistration that there will be a
pretty good zero basing of energy activities anong all the
agencies, so we're going to certainly beconme nore — hope
beconme nore efficient. But | think, again, the question for
|EP in its participation is, howdo we franme this so that we
can deal with renoving sone of the barriers that cone in
after we’re done? | nean, that’'s what we’re trying to do
here, not erect nore barriers to getting in the door. But
there are real barriers out there and we certainly need your
help in trying to figure out how to address those.

MR. KELLY: We |look forward to that di scussion, as
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wel | .

COW SSI ONER VEI SENM LLER:  Yeah

MR. KELLY: Thank you.

CHAl RMAN DOUGLAS: | don’t have any questions.
Thanks, Steven.

MR. PETTING LL: Good norning, Chairman Dougl as and
Comm ssi oners Byron and Weisenmiller. | amPhil Pettingill
with the California I1SO and, first of all, 1'd just like to
t hank you for the opportunity to provide conments, you're
ki cking off a new project, it is certainly a chall enging
initiative. |1 guess what | wanted to do is start off with
the notion, | guess, that Suzanne did, you know, that if the
idea here is a nore coordinated blueprint to help neet the
State renewabl e energy goals, then we would certainly say
start fromthe basis of the California C ean Energy Future,
and the docunent certainly recognizes that, but recognizing
that we’'re going to nove through a transition to a new
Adm ni stration, the CCEF and that whole vision that we all
wor ked on together certainly becones the foundation. W’ ve
identified nost of the elenments that you' ve certainly
identified in your report, and many of the elenents we think
that are going to affect the Gid as we nove forward over
the next 10 years or so. So, in terns of the foundation, to
start there. But let nme provide sone specific comments. |t

| ooks like, you know, and the Staff Report is trying to
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bring together valuable information, there is an awful | ot
of activities going on between the different agencies,
whether it’s the PUC, CEC, or us at the SO And to bring
that information together is certainly going to be val uable
for a new Adm ni stration and all of us that are trying to
nmove down this path over the next 10 years. On the other
hand, though, | think it will be beneficial as we go through
this process with you, to be really clear on what is the
proposal going to provide because, certainly, re-doing work,
or re-analyzing, or reproducing, can certainly be costly,
and very likely unnecessary, given the activities that are
going on. W are certainly, at the SO well aware of the
fact that we’ve got operational challenges with air
restrictions in the South Coast, once-through cooling, as
wel |, and so, you all know, we do operate nost of the Gid
in the system but we also do a fair anount of technical and
operational studies to understand what are the inplications
of the fleet that we have today, and how that fleet m ght
change over the com ng years as we all work to inplenent the
environnmental policies. So, that work, we appreciated, was
highlighted in the report by Dr. Jaske and M. Vidaver, you
know, the renewable integration studies. It’'s certainly
very conpl ex, very challenging to try to understand how
| arge penetrations of renewables are going to affect the

operation of the Gid. The transm ssion that’s going to be

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

51
necessary to connect those renewables, and if not just those
renewabl es, then howwll it help us in resolving the issues
of once-through cooling and air em ssion restrictions, as
wel | ? But nore specifically, as M. Kelly said, the reason
we know there’s 11,000 or 8,000, or 10,000 negawatts
required in areas |like the LA Basin is because of the |ocal
capacity studies that we produce on an annual basis. W
think it’s inportant to try to communi cate that information
to all of the agencies and developers in the state to
understand, given the fleet that we have, or given the
transm ssion that we have, then what are the requirenents to
be able to reliably operate the systen? And we're certainly
commtted to continue doing that. So, as you know, we’ve
wor ked col | aboratively with you, PUC, Air Board, and others
to put together the California Cean Energy Future, and we'd
certainly continue to do that as we go forward, but again,
trying to be careful that we’re not replicating or redoing
work. We | ook nore specifically to the proposal, | think
there’s nmaybe three things to think about, trying to produce
a real precise quantification of need at this point of tine
is likely to just be inpossible, frankly. W can get an
idea, a direction, a path to head towards, but to get
sonet hing specific is going to be probably inpossible. And
maybe three key points to think about as we do that: the

nost chal | engi ng one, of course, is just the fact that we
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don’t want to get too far out ahead of the defined
processes, and the tineline that is outlined in the proposal
starts to do that, asking for deliveries in May, when
certainly sonme reports or anal yses may not be available in
May. We're trying to produce a final report in Cctober when
t hose things may not be available for your final report.

But, | think nore specifically, just drilling down the

i ssues and the interaction between generation and

transm ssion is certainly going to be a challenge for all of
us. At this point, there is such a significant change in
generation technol ogies, we're seeing that, you re seeing
that, with your siting efforts in some of the solar
projects, that to try to understand how t hose technol ogi es
will be operating eight and 10 and 12 years from now wil |
certainly be difficult today, and will certainly drive — or
not drive — the need for additional transm ssion or other
generation to support those. So, that interaction between
generation and transmssion is a challenge prinmarily because
technology is starting to drive the different products that
are comng into the system | think the second area |
wanted to hel p our here was just the approval of new
generation, as Comm ssioner Byron and Weisenm || er raised.
It’s going to be a chall enge when we | ook at the air and

wat er restrictions, and we should all expect that those wl|

change over the next eight, 10, and 12 years. So, we’'ve got
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sone idea what the process is today, but it will change, and
that of course, then, makes trying to shoot towards a target
eight or 10 or 12 years fromnow a very difficult challenge.
To recogni ze that those permt processes wll be nodified is
certainly sonething for us to consider, and so our approach
has been to |l ook at sort of a breadth of options. Wat do
we think would happen if things were sort of the status quo?
Where do we think things would go if there was significant
change in those permtting or other requirenents? And nore
inmportantly, what if there was a significant penetration of
ot her technol ogi es? And, Comm ssioner Wisenmller, you
mentioned the new Adm nistration focusing on 12,000
megawatts of DG certainly the California C ean Energy
Future said 5,000, so that said, we recognize we need to go
in that direction, maybe we’'re off by a few thousand
megawatts in 10 years fromnow. But certainly, if we're
designing a systemto incorporate 5,000 negawatts, we’ve now
got a lot of the infrastructure and the processes in place
that | believe will get us to the 12,000 that the new
Adm nistration would Iike to get to. So, again, just to
sort of summarize these opening coments, we | ook forward to
working with you, | think we still ought to use the
California Clean Energy as a framework, and nore
importantly, we’'re going to work together to try to make

sure that we have a reliable electric systemas we convert
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key questions for today, and I wanted to just touch on the
first couple because | think it’s helpful to really think
about what we already do have. The first question is, well,
what ki nd of cases, what kind of breadth of analysis should
go into this particular activity. And | would certainly
point out to you that, com ng out of the California C ean
Energy Future, and what’'s already been adopted at the PUC,
is a3 X5 mtrix. There is already 15 different scenarios
that we’ve worked together to identify. Gven this is the
first time through this initiative, I would certainly
suggest that is a place to start, that gives us enough
breadt h and enough understandi ng, but nore inportantly, it
woul d be consistent with the anal ysis processes that are
already in place if you stay with those cases. And then,
finally, you know, where does this go — maybe question 2 was
where does this go in ternms of the range of need and so
forth and so on, and I’'d take you back to that matrix. Wen
that matrix is tal ki ng about high | oad, |ow |oad, high
inmports, lowinports, high DG low DG | think we’ve got a
pretty good sense of what the breadth of possible futures
are in at |east going through this first round. So, let ne
stop there and say thank you very nmuch for comments and, if
you have any questions, |’'d be happy to try to answer those.

COW SSI ONER VEI SENM LLER:  Actual ly, thanks a | ot,
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Phil, I think this helps. | think the one question as we're
goi ng through our planning is, in ternms of what’'s the
current expectations on the renewabl e integration studies,
if you could sort of fill us in on that that would hel p.

MR, PETTING LL: Yes. Wll, going back just a half
step, as you know, we’ve put out a report on 20 percent,
that’s pretty detailed, pretty specific, on what we think is
an initial indication when we’'re at a 20 percent
penetration. W are already producing prelimnary results
t hrough the PUC s Long Term Procurenment Proceeding, so we’ ve
tal ked about how we go about this methodol ogy for 33
percent, and in their workshop on Novenber 30'", we’re going
to be presenting our Step 2 results, those Step 2 results
will actually start to identify simlar outputs that we had
in that 20 percent analysis, so what do we see as sort of
maxi mum | evel s of regul ation, or |oad-follow ng, those kinds
of nunbers under a 33 percent case.

COWMWM SSI ONER VEI SENM LLER:  And | guess, just to
sort of fill out the rest of the space, also, could you give
us an update on where the 1SO s transm ssion planni ng
process is at this point? Again, when to expect sone
concl usi ons there?

MR, PETTING LL: Yes. Well, where we are right now
is we’'re going through our annual process, generating a plan

for our portion of the Gid. W’re expecting to have a
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draft report, or certainly near final results, by next
nmont h, Decenber. That will roll into January of next year,
where we woul d have a final transm ssion plan. That plan
| ooks out for 10 years, so it identifies what our needs are
for years 1, 2, 3, 4, 5, and then junps out to year 10. So,
that takes us to the year 2020 and we have incorporated in
that plan a 33 percent RPS. So, | think you'll get a pretty
good sense of what are the specific transm ssion upgrades
t hat are needed, you know, in the year 2020, and for 33
percent RPS program W’ ve nmade a nunber of assunptions in
that, we’ve |ooked at — considered retirenent of some of the
once-t hrough cooling plants, and so forth and so on. So, |
think that will be very informative in ternms of the
additional transm ssion that may or nmay not be required by
the time we get to 2020.

COMM SSI ONER WEI SENM LLER:  Just to circle back on
uncertainty for a second, obviously, trying to focus on
uncertainty as part of this process is going to be a
chal l enge. | guess one of the upcom ng workshops we’'re
going to have is going to deal nore with the econony part of
that, you know, because we were trying to figure out what
sonme of the major uncertainties were, certainly when
California gets out of the doldruns is a key part of this,
and as | said, certainly in the next couple nonths, at one

of our upcom ng wor kshops, we’'ll try to focus nore on the

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57
econony. But, in terns of as we struggle through the best -
obviously, if you deal with uncertainty on sone |evel, you
can just — in order to provide range, you could justify any
actions. In terns of as the |1SO struggles with uncertainty,

what’ s the best way you’ ve found so far to try to deal with

t hat ?

MR. PETTING LL: Well, that’s why | was really
focusing on the matrix of possible future cases. |In there,
we're pretty confortable that there is what, | guess, we
woul d characterize as sort of a normal |oad case. |If the

econony, you know, sort of recovers, and we nove back to a
normal projection over the next 10 years, that’s certainly
sonet hing that we should all at |east plan for because, in
our case, we’'re concerned nostly about having sufficient
infrastructure. So, if that |oad does cone back, we’ ve got
to make sure we’ ve got enough transm ssion and generation
facilities to serve it. Now, we can then sort of take away
fromthat with sone of the other policy initiatives |ike
hi gh DG energy efficiency, and sone of the other
initiatives that may take away sonme of that |oad. Now, of
course, | know you can appreciate that, for us, being the
System Qperator, we’'re always concerned about things |ike
Distributed Generation. Distributed Generation can
certainly cause problens for us in the sense that, if it’s

behind the nmeter, or it’s not clear to us that it’s
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of fsetting real |oad, what happens when, certainly, from
time to tine we’ve seen this, the generators trip off,
they’re not available, they' re not serving the | oad? Now we
are expected to be able to pick up that |oad. W’ve also
got to be concerned about the Federal Reliability Standards
that will say we need to maintain operating reserves to
serve that | oad, even though it’s being served by a
generator nost of the tinme, what happens when that generator
trips? So, those are the kinds of things that we’'re going
to be concerned about as we go forward froma pl anni ng
standpoint. W want to know what all of the load is, but
certainly recognize that it could be offset by sone of these
initiatives. It creates a breadth of options or
consi derations for us when we're | ooking at the
infrastructure, and we feel pretty confortable if we’'re
| ooking at a wi de enough bookshel f, then we can identify
sufficient infrastructure to cover the outcones. That’'s the
way we deal with the uncertainty.

COMM SSI ONER BYRON: M. Pettingill, just a couple
of questions, in fact, maybe a few comments before | ask you
guestions. | feel like I’min a position where | can say,
“Let’s not overstate Governor-Elect Brown’ s energy policy
statenent around DG ” | nean, | like it, we're all in favor
of looking at it, but let’s recognize it for what it is. |

bel i eve that docunent was prepared before he was el ected
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Governor. And it’s not necessarily had the benefit of
public input and all the vetting that we go through, so
let’s recognize it for what it is.

MR, PETTING LL: Agreed, and | hope you appreciate
that was part of the reason why | wanted to really reinforce
the California Cean Energy Future, because all of us
wor ki ng together, were able to vet those kinds of nunbers
and those objectives, because we think those are actually
realistic.

COWM SSI ONER BYRON: And we recogni ze the concerns

that the | SO has around i ncreased anounts of Distributed

Generation, and renewable DG as well. And | don’t think
this analytical effort really can even address that, | nean,
in fact, | sense a little bit of — maybe this is a bad word,

but | sense a little paranoia in sonme of your comments, as
well — there’'s not a great deal of precision that can
result, and correct ne if I’mwong, M. Vidaver, and Dr.
Jaske, the word “precise” is nowhere in this white paper
that we’'ve witten here.

DR JASKE: | think it would be unreasonable to
think that one can be precise, that there is, in fact, a |ot
of uncertainty that is not probably as recognized as it
ought to be, in an attenpt to be overly-precise.

COW SSI ONER BYRON:  And, in fact, | don’'t even

think you can or will be addressing Distributed Generation
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in this analysis, correct?

DR JASKE: As | said, it can be done in the sense
of either adding to supply, or reducing demand if it’s
behind the nmeter, but that’'s a far cry fromreally
understanding all of its inplications to the Distribution
Syst em goi ng forward.

COW SSI ONER BYRON:  Uh huh. | think the workshop
Comm ssi oner Wi senm |l er has planned on the renewabl e net
short will help informthis perhaps to a great extent. But
what we’'re saying up here at the dais is that we’re paying
attention to this potential policy redirection, we're
certainly interested init, it may not fit the |1SO s nodel,
or even in the investor-owned utilities nodel for nmoving to
a nore distributed source of generation, but we're going to
| ook at this nore carefully. But let’'s get back to the
anal ysis, sone of the comments that you nmentioned. W’re
certainly starting fromthe clean energy — the California
Cl ean Energy Future docunent, and | think at |east tw ce you
ment i oned about duplicating previous analysis, there’s no
agency that | ooks at these issues really on a statew de
basis, and that’s what we’'re trying to do here. W’re going
to rely heavily upon the work that the I SO does, we’'re not
interested in duplicating efforts here, it’'s really nore an
integration effort that’s underway. As | said, precision

is really not going to be possible. And you had indicated
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about not getting too far out in front of when material and
information m ght not be available. | recognize that
anal ysis and the input m ght not be done when we'll need it
to conplete our work, but we’'ve got to get out in front of
this issue. | just think it’s crucial. W can’'t wait and
sit around, and we’'re frustrated at tinmes because the
anal ysis that other agencies do is not necessarily avail abl e
inatinly way for our work, we’ ve got to nove forward on
this, we’ve got to try and understand this at |east from
sone sort of qualitative way. So now, ny questions if |
may? You nentioned operational characteristics of new
technol ogi es that are changing the way you re going to be
operating the Gid. Gve nme an exanple or two of that
because | just can’t — | nean, we’'ve seen the output
profiles of solar and wi nd, we understand the chall enges
around that, what kind of additional technol ogies are you
tal ki ng about when you are saying that they will change
operating characteristics of the Gid?

MR. PETTING LL: Well, | don’t think we’ve actually
seen where solar facilities are going to go. There is just
a significant change in the kind of research and devel opnent
that is happening in different types of solar. Today, you
see the solar thermal facilities, but certainly there is a
huge shift to photovoltaics, for exanple, that you woul dn’t

necessarily see, but we're certainly seeing. And part of
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the reason for that is, you know, as there is greater and
greater penetration, their pricing point is reducing. So,
conpared to a solar thermal facility, it’s starting to |ook
i ke projects are now shifting to photovoltaics, so that is
the first one that comes to mnd. Now, the design of the
photovoltaics is certainly going to change, as well, and we
start | ooking at how these solar facilities are being
desi gned out there, that they ' re starting to have different
operating characteristics. For us, the solar thermal
provi des sone value in the sense that it’s got sone ride-

t hrough, you know, when it | oses the solar, we still get
sone energy out of it, photovoltaics don’t. Now, once the
i ndustry starts to understand that, we’'re certainly
optimstic that we’'re going to see sonme changes to that.
More inmportantly, one of the nore recent things we’'ve done
is say, “Well, can we see those facilities ranp in or ranp
out so that they're not just turning on and off like a |ight
switch?” W’d nuch rather have the dimer than the |ight
switch on those kinds of facilities.

COW SSI ONER BYRON: | see.

MR. PETTING LL: So, those are the kinds of things
that | was thinking of and nmentioning. And | guess as a
followup point to that, to think about for a second is,
again, if we see high levels of Distributed Generation, what

type of technologies will those be? Is it going to be al
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rooftop solar? O, are we going to bring back fuel cells?
VWhat will be the type of technologies that go into these
high |l evels of Distributed Generation, whether it’s 5,000 or
sonme ot her nunber? And those are the kinds of things that
we get concerned about because, certainly, if it were only
5,000, that represents 10 percent of our peak |oad on the
system and that starts to be a pretty significant concern
to us as the System Qperator. So we just need to be aware
of it and understand, as we’'re doing the studies, howit’s
going to affect operations.

COMM SSI ONER BYRON:  Fair enough. And that nakes
perfectly good sense. Let ne ask one |last question, and |
think this — 1 could infer the answer is yes from
everything you' ve said -- but | want to ask you, do you see
value in this Comm ssion doing this kind of analysis and
work going forward? Do you see any benefit to it? O is
this, as M. Kelly' s concern was, a potential duplicative or
constraining effort on the work that they’' Il be doing? WII
this be helpful to the 1SO or not?

MR. PETTING LL: Well, thank you. | nean, because
one of the points | said, and maybe it was too early on in
my comrents, was, to pull together and to be able to
descri be what we are doing is probably a very hel pful
exercise, and if what I’mhearing you say is not to do

reanal ysis, not to redo what has been done, but to put it
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closely on the California C ean Energy Future, | can share
with you that that was an effort and very nuch |ike what |’ m
hearing you describe here. If we’'re going to pull pieces
and parts together and put it into a nice, clean story about
where things are going, or what needs to happen, or where
there would be value in the system then |I think that’s what
| was trying to comuni cate.

COW SSI ONER BYRON:  Ckay, good. | can tell you, ny
time at this Comm ssion, certainly |I’ve | earned nost of our
time seens to be trying to consolidate the efforts of how
many different energy agencies and environnental agencies do
we have in the State, we seemto spend a ot of tine on that
exerci se, and thank you for your efforts on that C ean
Energy Future, | think that is a very hel pful docunent.

But, again, it doesn’t decide anything, and it doesn't bring
any precision to what we're trying to do, or analytica
capability. | think it helps us all understand how these

pi eces cone together. But thank you for it.

MR. PETTING LL: Thank you.

CHAI RVAN DOUGLAS: And, M. Pettingill, | just have
a brief comment or invitation based on the discussion of DG
As | noted, and we noted at the beginning of this, we're
real ly thinking about howto focus in on sonme of these

el enents of the Governor-Elect’s C ean Energy Jobs Plan and
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better flesh out and better anal yze sonme of these
conponents, so we will be asking staff, or we are asking our
staff, for their thoughts as to where we can get these gains
in DG that the Governor-Elect is |ooking for, what are the
needs, what types of analysis, what types of infrastructure
upgrades go along with it, what concerns mght it raise, and
how do we deal with them So, we’'ll be very interested in
your thoughts and your comrents as we flesh out that el enent
of the work, and | would say the sanme about storage, both
concentrated and distributed storage potentials and
potential concerns, and needs around that. And nmy own
thinking is that, it’s actually very beneficial for us to
spend sone tinme devel opi ng those two chapters, where we
really do have different technol ogies to change the way we
typically think about the Gid, and to be able to integrate
that into the infrastructure analysis thinking that we’'re
doing, so we would be really interested in your thoughts.

MR PETTING LL: Geat, well, we'll be here to
assist, definitely.

CHAI RVAN DOUGLAS: Excellent. Well, thank you.

MR. PETTING LL: Thank you.

M5. KOROSEC: All right, anyone else in the room
here want to get up and speak? Pl ease.

MR SMTH  Well, good norning. | appreciate the

opportunity to stand here and speak in front of you.
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Chai rman Dougl as, Comm ssioners Byron and Weisenm ller, ny
name is Bob Smith and | amthe Director of Energy Delivery
Asset Managenent and Pl anning at Arizona Public Service.
And just maybe a little bit about nme because you fol ks
probably haven’'t ever net nme before, but |1’ve been with APS
for about 25 years, degreed engineer, |1’ve been in
Transm ssion Planning and Operations for nost of that tine.
|’ ve had extensive experience within the WECC
interconnection in terns of chairing commttees, planning
and operating. | don’t know if you recall a group that we
hel d, joint planning between the Southwest and California a
nunber of years ago, we refer to it as STEP, the Sout hwest
Transm ssi on Expansi on Pl anning Goup, | actually chaired
that for a nunber of years, and currently chair the West
Connect Steering Commttee. But if you ve heard of West
Connect, it’s a group of Southwestern utilities that have
formed an organi zation chiefly for market enhancenents
initiatives, one of which is planning. W have three sub-
regi onal planning groups within West Connect that all rolls
up to the West Connect Pl anni ng Managenent Committee. |
probably have to do the required adverti senent on APS. APS
is the largest electric utility in Arizona, it’'s got roughly
hal f the |oad in Phoenix and nost of the other
muni ci palities in Arizona, with the exception of Tucson and

Ki ngman. And APS — and the reason | want to bring up APS a
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little bit hereis, I think we have a rich history of
wor ki ng cooperatively with the California utilities, both in
terms of jointly owed power plants, transm ssion |ines, and
| think we did a really good job up until a couple of years
ago of coordinating our planning efforts. And APS was
actually the first balancing authority to sign what at the
time was the Control Area Agreenment with California when it
first started up, so we have a history of working
cooperatively with the California utilities. And what |
wanted to do with nmy comments this norning really is to
build on sonme of the things that |1’ve heard from
Comm ssi oner Byron regardi ng uncertainty of where we're
going to get permtting for power plants, where we may be
replacing retired generation, just all the issues that are
out there, it’'s been very interesting hearing about all of
the issues that you fol ks are facing because | think we're
all basically in the sane swap, it’s just a matter of how
deep it is, the various areas around the country. So, what
| wanted to really encourage you to do was in ternms of risk
managenent, of how you're going to ensure the reliability of
your system ensure that you neet the energy needs of the
folks here in California noving forward, and inplenent your
energy policies, to just nmake sure that you have a broad
range of alternatives that you re looking at. And the

specific alternative that I’mhere to encourage you to | ook

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

68
at today is the inclusion of renewabl e generation in Arizona
and the potential plan to neet the energy needs and policy
desires of the State. So, | just want to point out, and
"Il be brief about this, but we have 20,000 negawatts of
renewabl e generation, primarily solar, as you can i nagine,

t hat has announced the devel opnent, and are currently in the
i nt erconnection queues of the utilities within Arizona, and
this is in a state that the peak load is really just barely
over 16,000 negawatts. So, obviously, even though we're
commtted to nmeeting our renewable requirenments within
Arizona, | think there is potential devel opnent there far
beyond what we can actually sync in Arizona, and we woul d
like to encourage you to look at that as a potential way to
meet your future needs. | think we have an environnent
within the State of Arizona at both the |egislation and
certainly the Arizona Corporation Conm ssion, that is very
favorabl e for the devel opnent of renewabl e resources in
Arizona, and, in fact, yesterday we had as part of an open
meeting at the Arizona Corporation Conm ssion, a discussion
of the recent Biennial Transm ssion Plan, |I’msure you al
have heard of the Biennial Transm ssion Assessnent that is
done every two years within Arizona, the Corporation

Comm ssion staff with the consultant | ooks at all the plans
that these utilities have put together, other studies that

we’ ve been required to do, and basically nmakes an assessnent
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of the transm ssion system And one of the things that
we’ ve focused on the | ast couple years is devel opi ng
transm ssion plans for renewabl e transm ssion, to facilitate
renewabl e generation in Arizona. Up until recently, it’'s
predom nantly been to neet the needs of renewabl e resources
within Arizona, but one of the two anendnents that were
approved yesterday when the ACC approved the staff’s
recommended Order regarding the BTA was that, over the next
two years, we would specifically study transm ssion to be
able to export renewabl e generation. So, this is an exanple
of the environnment within Arizona. So, the other point I
wanted to make is the inportance of coordination and
cooperation between the planning entities really throughout
the entire Western Interconnection, but specifically the
Sout hwest and California. | mentioned that | did chair the
STEP organi zation a nunber of years ago, and | really think
since that group dissolved, that we don’t have quite the
cl ose coordi nati on between the transm ssion pl anning fol ks
in the desert Southwest and California, |ike we used to.
And | think this is partly because the CAISOis still trying
to get their hands around how to integrate their process
wth a California-wide transm ssion planning process. But,
just so you know, we’'re commtted to continue to try and
strengthen that relationship and ensure that we do that

coordination upfront. So, in summary, | would encourage you
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to ook at the alternative of renewabl e generation in
Arizona, and | ook at supporting any transm ssion that m ght
be developed to facilitate the devel opnent of that renewabl e
generation. APS currently has a project fromthe Pal o Verde
Hub into the Yuma area, the North Gla #2 line, and we’'re
certainly going to continue to work with the entities within
California to try and ensure that the infrastructure in
California is devel oped to maxi m ze the benefit of that
line, and we also continue to | ook at the possibility of
devel oping the Arizona portion of the DPV2 line. So, with
that, | appreciate the opportunity to speak to you, we're
here to help you in any way that we can, and |I’'|l take any
guestions that you m ght have.

COW SSI ONER BYRON: M. Smith, thank you for being
here. | can’t believe you cane all that way just to tell us
to buy your renewabl e energy, though. D d | understand you
correctly?

MR SMTH It was a cheap flight. Certainly, there
woul d be benefit to the State of Arizona and APS woul d
support anything we can do to devel op renewabl e generati on;
if selling it to California will help do that, we’d like to
do that, however, we believe that it can be sort of a w n-
win for both states if that, in fact, is what is necessary
to help you neet your reliability energy needs and energy

policy noving forward. So, I’mnot telling you that that’s
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the best answer at this point, but just encouraging you to
keep it as an alternative.

COW SSI ONER BYRON: Ckay, fair enough. So, |I’'d ask
you, could you make sure you firmthat power up before you
send it across to California?

MR. SMTH.  That woul d be worked out through the
PPA, |'m sure.

COW SSI ONER BYRON:  The 1SO is over here |ike
raising their thunbs. Again, thank you for being here.

MR. SMTH  Sure.

COW SSI ONER VEEI SENM LLER:  Yeah, | certainly al so
wanted to thank you for com ng today and partici pating.
think that it’s certainly a good step, |I think all of us
sort of wondered about how to reengage in the relationships
in the post-DPV2 discussion. | think, obviously, one of the
questions | had is, when we do the interconnections with the
Nort hwest, Bonneville has been able to use its systemto
really facilitate backing up and trading. | nean, given the
magni tude of the resources you' re | ooking at and the
magni tude of your |oads, and the nature of your resources,
how are you going to deal with the intermttency issues
t here?

MR SMTH  So, we obviously don’t have the
capability that the Northwest does in ternms of all their

hydro and those kinds of things, but | believe the State
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woul d certainly be open to tariffs, ancillary services, and
things like that, that could facilitate sonme firm ng of
resources, so obviously it is going to be on an i ndividual
contract basis, the product that is being sold, and the
desire to purchase energy vs. capacity vs. firmenergy in
Cal i fornia.

COW SSI ONER BYRON: But, M. Smth, you’ ve been
involved in all these transm ssion planning activities for a
long tinme, you know that this hydro up in the Northwest
isnt turning out to be all that good of a thing for firmng
up renewables, is it?

MR SMTH It is probably better than anything we
have in Arizona. No, | think, you know, the firmng is the
huge chal l enge with variabl e generation, and it can be done,
it’s just a matter of the penetration, where it’s done, and
who is paying the cost of it. | think we have adequate
resources to provide that firmng, it’s just a matter of
you're running units off econom cs, and having nore spendi ng
reserves than we have today. So it’'s a product that has to
be factored into the price of the energy.

COW SSI ONER BYRON:  Wel |, you' re probably aware
that this issue of in-state vs. out-of-state renewables is
crucial here, it’s probably why we today don’t have a 33
percent RPS bill is a lot of the discussion around that

particularly issue.
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MR SMTH | am yes. |I’mjust encouraging you,
again, to look at alternatives for whatever policy devel ops
in the future.

COWMWM SSI ONER BYRON:  Al'l right.

COW SSI ONER WEI SENM LLER:  In terns of — back to
DPV2, | ooking out 10 years, do you think that egg can be put
back together in the Arizona portion on line in the next 10
years, or what?

MR SMTH  Absolutely. | think, really, all that’s
required is just a matter of who — where we’'re going to get
cost recovery for the line. | mean, | think it’s certainly
permttable in the State of Arizona. Edison already has a
ot of the permts other than the HCC Certificate of
Environnental Conpatibility, the CEC. So, | think if there
was a firmdesire on a nunber of parties in Arizona and
California to see that |ine built, sure, we could build it
in a couple years.

CHAl RMAN DOUGLAS: | don’t have any questions.
Thanks for being here.

MR SMTH  kay, you bet. Thank you very nuch.

MR. SKINNER: Good norni ng, Chairnman Dougl as,

Commi ssioners Byron and Weisenm |ller. |’ m Nathaniel Skinner
with the California Public Utilities Conm ssion, Energy
Division. And | have sone general comments, as well as a

few questions. The first coment is that, if the Needs
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Assessnent is designed to function |ike the follow ng
aspects of the CEC s Increnental Uncommitted Energy
Efficiency Analysis, fromthe 2009 IEPR, it could provide
benefits to policy discussion at the appropriate agenci es.
The I ncremental Unconmm tted EE Anal ysis had a stakehol der

process to inprove data quality and information. This
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information was then transmtted as a range of possibilities

to the Public Uilities Conm ssion, allow ng stakehol ders

and our energy efficiency and LTTP processes an opportunity

to provide their insight as to what future was likely to
occur. Guven this, if the current |IEPR focuses on ot her
data and anal yti cal weaknesses, we support it; however,
we’ re concerned that the needs assessnment could be
duplicative of other analyses such as the LTTP or the
CAISO s Transmi ssion Permtting Process. |If the proposed
need anal ysis produces results that do not match the LTTP
adopted by the PUC or the TPP adopted by the SO which is
quite possible if different nethodol ogies and/or data are
used, then it will create a significant anmount of work to
resolve and explain these differences. For an exanpl e,

conducting i n-depth anal ysis of non-event based Demand

Response is sonething we |ook forward to working on with the

Energy Conmm ssion, and to accurately forecast the inpacts of

new and different Denmand Response prograns on both the

demand and supply side. Wile we note that the staff needs
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assessnent acknow edges the quality of information provided
by the 1QUs and the CAI SO Energy Division believes that
attaining simlar quality data fromother sectors of the
statewwde Gid is an inportant step in enhancing the |EPR
generally and the needs assessnent, specifically.

Addi tionally, close collaboration between the sister
agenci es on the Energy Conmi ssion’s denand side and the
Public Utilities Comm ssion supply side anal yses hel ps

i nprove product of both agencies. And while the Energy
Division is sensitive to the need for the CEC to control the
wor kl oad created in the AFC process, by recent events, we're
equal ly concerned with the need for the AFC process not to
beconme a significant barrier to entry in the current market
for new generation resources. A balance between these two
concerns must be reached in a way to benefit the goals of
both agencies. The AFC process is not designed to eval uate
cost and benefits with conpeting projects and it al so should
not be used as a nmethod of picking winners or losers in the
| QUs’ RFOs. Energy Division will work with the Energy

Conmi ssion on the Needs Assessnent, but we woul d ask that

t he Energy Comm ssion use our proceedings inputs and outputs
whenever possible for CPUC-regul ated entities. And, as a

| ast comment, the staff paper does not nention the PUC s
statutory responsibility to determ ne the need for

transm ssion projects under its review, however, we think
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that the Need Assessnent could fill a crucial role by
hel ping to identify, quantify, and understand the
implications of the risks and uncertainties inherent in the
CPUC s RPS scenarios. Wth those conmments, | also had a
coupl e of questions that | think would help informthe
di scussion around the Needs Analysis. The first would be a
good definition of what is neant by central station power
pl ants and by bul k transm ssion. So, are these the areas
that are specific to the CEC s AFC process, or generation
that falls underneath that? W are also interested if there
woul d be a stakehol der process for hel ping determ ne the
total range and potential cases for analysis, or if that
woul d be determ ned by staff, or the Conm ssioners? And a
final question would be, how does staff anticipate resolving
di fferences or discrepancies between its anal ysis and
anal yses like the 2010 LTTP systemtrack for entities such
as the 10Us? And | wanted to thank you for your time and if
you have any questions?

COMWM SSI ONER BYRON: Wl |, | think it would be good
if we give Dr. Jaske and M. Vidaver a chance to respond a
little bit to sone of these, and I’mgoing to preface — |1
give thema few nonents to think about responses, but, M.
Ski nner, thank you for being here, but | can’t hel p but
notice, nost of all of these comments seemto be very

protectionist in terns of sonme fear or concern that we're
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treading on CPUC toes here. The fact that the paper doesn’t
mention what’s in the statute with regard to PUC
requi renents around transm ssion, the concern that it’ll
take a great deal of work to resolve differences between the
outcone fromthis analysis and the efforts that you' re doing
in the LTTP, the concern that the AFC process coul d becone
an inpedinment, and | may not have gotten it correctly, but
that we're picking winners and | osers over here at the
Energy Conm ssion fromyour RFO process — | should say, from
the investor-owned utilities — so nmaybe |’ m m sunder st andi ng
or m scharacterizing the concern, but we're not really
interested in this kind of protectionism we’'re |ooking for
cooperati on anongst the agencies so we can denonstrate to
the public that we are indeed working together to resol ve
what are sone serious concerns about how we’'re going to site
generation and transmssion in this state given all these
constraints. So, | don’t expect you to respond to that,
unless you' d like to, I"'mreally stalling here for ny staff
to respond to sonme of your concerns.

MR. SKINNER. Right. And I would say that our
concerns are largely over duplication of processes, creating
addi tional uncertainty. W definitely understand, and the
staff paper acknow edges, many sources of information which
are common, which could be drawn fromthe LTTP Proceedi ng,

as well as other proceedings at the Conmi ssion. And | think
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"1l just conclude with that point to your -

COW SSI ONER BYRON: Are these your conments? [|’'m
al ways curious where the conmments cone from Are these your
comments that you' re providing today?

MR. SKINNER: These are the Energy Division's
coment s.

COW SSI ONER BYRON:  Ckay.

DR. JASKE: Well, let's try to tackle M. Skinner’s
comments sort of in reverse order. As | indicated, we are
seriously considering the idea of cases, you know, as a way
of portraying a package of assunptions that are being used
in some other agencies forums; so, you know, an LTTP case
could, you know, readily be generated by using exactly the
assunptions that will be in the forthcom ng Scopi ng Meno of
Presi dent Peevey, so in that instance there wouldn't be any
di screpancies at all. Alternatively, one could take that
particular view of the future and join all the supply and
demand nodification assunptions with a different |oad
forecast such as the one that the staff anticipates
generating, you know, this spring, so you in effect get a
m nor variation on LTTP by virtue of conbining it with a
different base |load forecast. So, | think we would
anticipate, if we go down the path of showing a range in
specific cases, to have a result that the PUC staff would

agree is, in fact, you know, their LTTP assunptions. There
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m ght be, you know, minor variations, in addition to that.
Hi s second question about where range of uncertainty m ght
come from and how they m ght be devel oped, we haven't yet
i nvestigated the idea of sonme sort of working group or task
force to hel p us assenble a whol e range of views, you know,
that m ght be one way to be as inclusive about sources of
different views in the future, but | think the whole point
of the uncertainty section of the paper is for this project
to assenble and crank through, you know, a w de range of
alternative views of the future, and show what they nmean in
terms of results of the various bal ancing authority
capacity, or |local capacity area, or to the extent we're
abl e, you know, divvying those up into sone sort of
operating regine. So, | don't see that there’'s any reason
not to have an open public process about what those
assunptions are or where they cone from And defining
central station generation and bulk transm ssion, | don’'t
think I"’'mgoing to try to get into a precise definition of
those, but we’'re happy to talk with stakehol ders off |ine
about exactly what we nmean by that. Mybe they are ideas
and their questions will help sharpen sone delineation that
M. Skinner thinks are inportant.

MR. SKINNER: Thank you. And I think, just as a
comment, Energy Division greatly appreciated the

col | aboration with the Energy Comm ssion both on the 2009
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| EPR and, particularly, as | said earlier in my coments on

the structure and format for the Incremental Uncomm tted
Energy Efficiency Analysis. And | think the bulk of ny
comments were designed to highlight areas where there is

pl enty of room for close cooperation between the two
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agencies, and we’'d like to see that relationship continue as

it has both with the Energy Efficiency work, and as it has

been with our 2010 LTTP process, with our relationship with

the Energy Comm ssion, as collaborative staff.
COW SSI ONER VEEI SENM LLER: | guess the one
gquestion, one of the areas where | think the PUC needs to

dig alittle bit is that, and actually | first cane across

the issue when | was working nore with the Energy Comm ssion

staff on Sunrise, is that obviously you have a | ot of
contracts now for resources, and have probably the world s
best dat abase on cost of fossil fuel units in California,
and cost of renewables in California, and obviously that’s
under sone degree of confidentiality, whether negotiations
are going on, but | would urge you certainly, as | have
urged your Comm ssioners, to start rel easing sone of that
data. Again, you can try to figure out when it’s
appropriate to keep it confidential, and when it is would
certainly be very useful to have nore data in the public
forumon CT costs, conbined cycle, solar, to start noving

sonme of that so we can actually bring that into the public
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consci ousness.

MR. SKINNER: Thank you.

CHAI RVAN DOUGLAS: | don’t have any additiona
questions, but | appreciate your being here and your
engagenent in this process and, of course, we are |looking to
add value and bring information and integrate information in
this process, so we think working closely with the PUC and
the 1SOis howto do that.

MR. SKINNER: Thank you for your tine.

M5. FRAZI ER- HAMPTON. Good norning, |’ m Janice
Frazier-Hanpton fromP&E. | would like to first thank you
for the opportunity to be here, Chairmn Dougl as,

Comm ssioners Weisenm | ler and Byron, and also staff. Wile
| won't go into a lot of detailed cormments, | do have a
couple of high I evel observations that I would |ike to nake.
First of all, | agree very nmuch so with sone of the comments
made previously about the ability to be part of this
process, and the inportance of naking sure that we' re not
addi ng on another layer to the process, but that we work
together to ensure that information that is currently

provi ded t hrough the CPUC s Long Term Procurenent Pl anning
process, the | SO s Renewabl e 33 percent process, and ot her

i ssues that are currently underway, that we work together to
make sure that we're using the information that is already

available. | would also |ike to say that, to the extent we
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t hi nk about what renewabl e integration nmeans, and how t hose
costs are determned, that while there are various nodels
and approaches that can be used, in addition to what the | SO
is doing froma simulation study approach, PGE has al so
presented a nodel that it thinks may al so be useful in
trying to ascertain what sonme of those costs may be. W
wel come the opportunity to continue to work col |l aboratively
with the various agencies to ensure that, from a stakehol der
perspective, a lot of views are considered, and when one
tal ks about cases, as well as ranges, | would advocate that
not only do we have cases as we are considering what the
costs are, or what the needs are, and that kind of thing,
what we al so consider are a range of uncertainty. | don't
know t hat we have to | ook at every single case that’s
currently being considered in the LTTP process, perhaps one
could | ook at two or three of those cases, while at the sane
time | ook at a broader range such as what if there is an
econom ¢ upturn in the next three to four years, what if
other things occur. | think there is value to be considered
in that process. Again, | appreciate the opportunity to be
here. Thank you for the tine, and if you have any questions
for me, I1’'d be nore than happy to answer them

COMWM SSI ONER BYRON:  Ms. Frazi er-Hanpton, thank you
for being here. Can we expect nore in the way of witten

comments from PGE?
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M5. FRAZI ER- HAMPTON: Yes, we will be providing
witten conments.

COW SSI ONER BYRON:  Excel l ent, so got your primary
concern, but let ne ask you a couple of things. One is, we
don’'t see the RFOs, we are not involved in that process,
obviously. Are they beconm ng nore specific? |In other
words, part of what we’re trying to determ ne here i s what
kind of generation is going to be required, where is it
going to be required, characteristics around it, the firmng
i ssues that the ISO brings up. Are your RFOs getting nore
speci fic geographically and output characteristic-w se, and
firmng-wise? | don’t know how to change those things into
wor ds.

M5. FRAZI ER-HAMPTON: And | don’t know that | can
answer that question precisely with respect to the details
of the RFGs that we’'re getting, however, | do know that,
fromour perspective, we need to make sure that we have the
ability to consider the type of characteristics that the
generators can provide to us, that those devel opers and
t hose resources can provide. So, we | ook at the need for
whet her we’ d need additional ranping up and down, whet her
| oad-foll owi ng, those types of characteristics, so they' re
critical in our decision-nmaking. Wether or not we're
getting that |level of detail in the nore recent RFGCs, |

can’t necessarily opine to that, but we can certainly — |
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COW SSI ONER BYRON: | see that — and correct ne if
|’ mwong, gentlenen, | turn to nmy staff — that's part of
what we're trying to characterize here, that it helps inform
the RFO process. |It’'s becone clear to ne by the tinme and
application for certification cones to this Conmm ssion,
there is a great deal of noney and effort and tinme that’s
gone into it, but a lot of things have not been consi dered.
And | think you know, we get a nunber of fol ks that appear
before this Conmm ssion saying, “These are bad projects and
bad places.” And what we’'re trying to do is avoid that as
we add all these additional — and | keep using the word
“constraints,” but what | nmean by that is all these
additional requirenments that the Legislature and others are
i nposi ng on the procurenent process, or let’'s say the
generation process in this state. And, of course, we’' ve got
M. Smith that wants to send us his renewabl es from out of
state. So, gentlemen, aml — | guess I'd like to ask for
your comrents on this, Dr. Jaske and M. Vidaver, do you see
these RFGCs at all? Are they becomng nore specific? WII
our process help informthe RFO process on the part of the
PUC and the | QUs?

DR, JASKE: Well, we’'ll let M. Vidaver anplify what
| have to say, but you know, the RFOs thenselves are public,

it’s the responses to the RFGs, and the criteria by which
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the utility sift through the bids that are received, that’s
what is not public.

MR. VIDAVER As you know, Comm ssioner, we don’'t
sit in on the discussions of individual bids that take place
in the procurenent review groups.

COW SSI ONER BYRON:  You had to work that in, didn't
you, M. Vidaver?

MR. VIDAVER Yeah, | had to. [I'msorry. M. Kelly
made an interesting point. The bottomline is what happens
with regard to | east cost best fit, that’s what nerchants,
generators, devel opers need to know, that is sonewhat
shielded fromthem as Dr. Jaske pointed out, what goes into
a |l east cost best fit determnation is certainly public. |
just want to say sonething about, that M. Kelly said we
have a rather |arge overhang of permtted generation that
has not been built, which arguably, or not arguably, would
only be built with a long termPPA with the utility. The
fact that 9,000 nmegawatts of generation canme in here and got
sited, and wasn’'t deened suitable by the regulators for a
permtting agreenent is, | think, what we're trying to
avoid. [It’s, of course, up to the Comm ssion to decide the
extent to which it uses the information that the
infrastructure assessnent woul d provide in deciding whether
or not a plant should be permtted, but | think what staff

is hoping for is that you get fewer projects com ng in who
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really don’t have a chance at the PUC, and with the
utilities.

COW SSI ONER BYRON:  Thank you. Ms. Frazier-

Hanpt on, just one | ast question. Do you see the analytical
effort that we're attenpting to undertake here as being
needed or useful for your conpany in going forward with
procuring energy?

M5. FRAZI ER- HAMPTON: | do see value in attenpting
to make sure that we have a broader state perspective, not
just focusing on the 1SO s portion. So | certainly see
value there. | also see value to the extent there is nore
transparency or information that is available to all the
st akehol ders; however, ny concern does conme to how we nake
sure we do not duplicate —

COW SSI ONER BYRON:  Got it.

M5. FRAZI ER- HAMPTON. -- we do not have inefficiency
of our resources that are used in putting together all these
pl ans.

COMM SSI ONER BYRON: | think that’'s a consi stent
theme we’ve heard from everyone here today.

COW SSI ONER VEI SENM LLER:  Yeah, | think obviously
PGE is a joint utility with gas and electric, and the gas
side has got a lot nore focus in recent nonths. And | guess
the one thing which we want to nmake sure going forward is

that, as we | ook at gas power plants, that the potential
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i nplications back on your gas pipeline system you know,
wor ks through — | nmean, obviously | know everyone is waiting
for the NTSB Report to tell you what the root cause was, but
sonehow | think, going forward in this |EPR, we're going to
have to be factoring that in on our gas analysis and its
inplications for our electricity planning just in terns of
what ever the real top 100 problem points are, to make sure
we’'re not putting power plants there. So, certainly, we're
going to need your help in figuring out how best to connect
bet ween your gas operations and/or gas pipeline system and
t he power plant questions on this infrastructure study.

M5. FRAZI ER- HAMPTON: Ckay, thank you.

CHAI RVAN DOUG.AS: Thank you.

MR. SILSBEE: Good norning, Chair, Conm ssioners,
and Comm ssion staff. | appreciate being here today. |'m
Carl Sil sbee, Manager of Resource Policy and Econom cs for
Sout hern California Edi son Conpany. At the outset, let ne
express willingness to provide reasonabl e support to
Comm ssion staff for their efforts to analyze infrastructure
need. |’ve already net with themto di scuss sone of the
work that they plan to undertake and offered to provide the
year 2020 datasets that we have available to us for analysis
of renewable integration. W’re also going to provide
what ever experiences that we have in running the production

simul ati on nodel that staff plans to use for this work, the
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Pl exos nodel. The input datasets, by the way, that we’'re
tal ki ng about are based on publicly available information.
W' re also anticipating a process where we work in close
col | aboration not only with the PUC, but the CEC, in
devel opi ng the Edgar anal ysis that we expect the CPUC to
direct shortly in a scoping ruling. One conment is, there’'s
a lot of sources of data for this analysis and we do hope
that there will be a thorough vetting of those data for us
and ot her stakeholders as part of this process. In reading
t hrough the staff white paper, | found it a mx of
anbi ti ousness and cautious realism The coments that Dr.
Jaske provided orally this norning focused on the latter,
rather than the fornmer, and | appreciate that and I woul d
caution you to take those caveats or limtations seriously,
given the conplexity of the work that we’'re doing, and al
of the points that Conm ssioner Byron made in his opening
comments about the gridlock and the problens with all of the
conpeting, largely environnental, but also process
constraints that we face, particularly in Southern
California. | think that the work that staff has
anticipated doing will be increnmental and not definitive. |
think that’s true of all of the studies that are being done
at the present tinme and by various players, and so it wll
contribute increnentally to all of our know edge, and all of

our understandi ng of the conplexity and the issues we face.
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But part of the I EPR process is going to have to be the
synthesis of those results, in trying to understand the
meani ng and the substance of a variety of different inputs
to the overall process of noving forward over the next
decade. Wth regard to sone of the caveats, we do support
not prioritizing at this tine, at least. Bundle procurenent
i ssues and identification of specific storage needs, | think
that needs to await further work in sone of the CAl SO Phase
Il efforts and distribution needs. W’re also very m ndful
of the practical limtations that Dr. Jaske nentioned with
regard to the interplay of transm ssion analysis and sone of
the generation siting issues. These are issues that wll
get worked out slowy over time, | think, rather than in a
single study. W do appreciate staff’s efforts to | ook at
the entire state instead of just the three 1QU service area
profiles, I think that is a unique position this agency
brings to resource planning issues. But we al so appreciate
staff | ooking at years other than 2020, which has been the
focus of all of the renewable integration work to date,
other than, | believe, sone of the 20 percent study work.
Particularly, they focused on 2017 and 2022. | do caution
that putting together two input datasets for different
periods in time is a conplex undertaking. | think that wll
be a challenge for staff to acconplish. And, you know,

there may need to be mi d-course corrections as work goes
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forward. As you take sone of these results, what | would
ask you to consider is how your actions can enhance
conpetitive markets for generation and retailing, and how
you can provide regulatory certainty to those who are the
ones investing noney in the infrastructure necessary to nove
us forward over the next decade, and that investnent is not
just utilities, but it's also private parties, and | think
it is incunbent on us to think about what are the processes
by which we encourage that investnent, instead of just
ordering it. This is a mxed environment. Certainly the
state has spoken very strongly about achieving certain
environnental goals, but it has al so spoken through AB 1890
and AB 57 about creating a conpetitive market with retai
choice. So, we need to take that into consideration as we
t hi nk about how to nove forward. Finally, | would like to
of fer sone brief coments in response to the questioning of
the previous two speakers by Commi ssioners Wisenm || er and
Byron with regard to the information that cones out of sone
of the utility RFO procurenent. The CEC publishes a widely
not ed docunent each I EPR cycle called the Cost of Generation
Report. That report represents staff’s views on the cost of
vari ous renewabl e and conventional technol ogies. There is
an issue of how does one take sone of this information and
filter it, if possible, into that kind of a docunent, but |

woul d certainly encourage and invite the CEC to return to
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the PRG Group of Edison and, by doing so, gain access to
sonme of this information in a manner to help further the
Comm ssi on’ s under standi ng of what the reasonabl e ranges are
of sone of these different technol ogies, and al so to provide
the Comm ssion’s thinking on sonme of the issues that you
raised with regard to practicality of sone of the siting of
specific projects. So, thank you.

COW SSI ONER VEEI SENM LLER:  And, too, the difficulty
W th your suggestion on a procurenent review group, is |I'd
like to get those data into that report, you know, and
again, you could argue, well, maybe not this year’s data,
but sonme previous year’'s data, but just having the staff
ook at it still doesn’'t get the actual nunbers into the
report, and that is ny goal is to get as many real nunbers
as we can into that Cost of Ceneration Report.

MR, SILSBEE: M experience |ooking at data, and it
is sonewhat |limted because |, nyself, don’t |ook at the
results of our RFGs because |’'d rather not know what those
figures are, but | did work on the so-called Edgar Analysis
for our Mountain View Power Plant project a few years ago
and, in doing so, we conpared the cost of Mouuntain Viewto a
w de range of simlar technologies, and | was struck by the
range of cost of individual projects, cite specific aspects,
permtting difficulties, conpetency of the devel opers, al

create a trenendous range in cost. It isn't as if a
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specific RFO nunber is all of that instructive. And the
other point there is, what we were trying to do in that
analysis, is look at costs, but the RFGs are getting bids
and there is a distinction because people don’'t necessarily
bid their costs.

COW SSI ONER VEEI SENM LLER:  Anot her question for you
is, you are certainly — you are part of ground zero on sort
of the air quality issues, and so we're back to the issue of
how do we use this forumto try to address sone of the
constraints in the South Coast in ternms of if Edison has any
speci fi c suggesti ons.

MR. SILSBEE: You know, | think a lot of it is
trying to struggle through and understand what, in my m nd,
are sonme of the critical know edge devel opnent pieces, the
interactions that parts of the system have with other parts
of the system Dr. Jaske tal ked about how | ocati on,
| ocation, location matters with regard to renewabl e
devel opment and its inpact on transm ssion needs. As we
delve in to try to understand the PMLO and the OIC and the
renewabl e integration issue, | think we devel op
under st andi ngs of sone of those relationships, too. It’s
those linkages | think are particularly inportant. So, for
i nstance, two or three years ago, we were just barely
scratching the surface to understand that we m ght need to

buil d new power plants to neet the needs of ancillary
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services and that the ranping and the | oad-foll ow ng, even
if they weren’t needed for capacity, and | think that’s very
much on everybody’s m nd today. And so, creating sone of
these insights of relationships, | think, is a critical
contribution, and | encourage thinking in those areas.

COW SSI ONER VEEI SENM LLER:  What about -- one of the
things we’'re struggling with on that sort of
interrelationship is the inertia question in the Basin, how
far has Edison gone in terns of assessing the inertia -- for
the generation inertia needs in the South Coast Basin?

MR. SILSBEE: W're definitely looking at it. |
don’t think I’mgoing to point where | can share any end
results, we haven't seen any.

COW SSI ONER VEI SENM LLER:  But you antici pate
having a better understanding of that this year or next
year? What is the sort of timng?

MR. SILSBEE: Hopefully early next year.

COW SSI ONER VEI SENM LLER:  And we tal ked earlier
about, obviously the CAI SO has a very conplicated approach
on renewabl e integration nodeling, while | guess Antonio at
P&E has a nuch nore sinplified nodel. | don't knowif
Edi son has done any eval uations of the trade-offs on those
di fferent nodel i ng approaches?

MR. SILSBEE: W have and it’s a conplicated issue

inthat I think there are a |ot of perinmeter values in the
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renewabl e i ntegration nodel, and the strengths and the
weaknesses of the nodel cone into one’s belief as to the
validity of a lot of those perineter values. You know, we
and PG&E and the CAlI SO and ot hers have filed rounds of
coments before the CPUC on this issue, I'msure it’s
sonmet hing that your staff has access to if you want to go
t hrough the bl ow by-blow At this point, we’ve nade our
comments and | think we’re | ooking to the PUC to give us
sonme direction on how they would like to proceed with the
use of these various nodeling approaches in the LTTP.

CHAl RVAN DOUGLAS: Thank you.

COMWM SSI ONER BYRON:  Yes, thank you, M. Silsbee.

M5. KOROSEC. Anyone el se here in the room who woul d
i ke to speak? Ckay.

MR. ASLIN. Good norning. M name is R chard Aslin
and | work for the Pacific Gas & El ectric Conpany, where |
manage t he Econom cs Forecast and Quantitative Anal ysis
Secti on. And | think PG&E, as Janice nentioned earlier,
will be filing nore detailed witten comments, but while |
was here today, and |’ve had your attention, one thing that
| wanted to tee-up just specifically was, in Section 5,
under addressing uncertainty. There is a section which
tal ks about the uncertainty due to the econony and the
econoni ¢ expansion, which we all hope will follow this very

| ong and very tedi ous recession that we’ve been in. But |
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think that's all good because |I think that’s one of the
things that came out of the |last | EPR was there was an
effort to try to nodel uncertainty around the econonic
future, but one of the things that we also explored in the
2009 | EPR was the uncertainty in the projection of denmand,
which is due to climate change, itself. And | think that is
an area which I would like added to this uncertainty
anal ysis, if possible, because |I think just a one degree
Fahrenheit change in the projection of the expected maxi num
tenperature woul d create about a 2,000 to 3,000 negawatt
increase in the expected demand forecast. And | think a | ot
of the climte change studies indicate that, if your
reference period is, let’s say, the last 30 years and your
normal’s are comng fromthere, that you re likely to be off
by as nmuch as five to seven degrees Fahrenheit, and that’'s a
very very |large change, sonething that we should, | think
really think about. And also, it would be very interesting
to |l ook at how the econom c expansion on certainty plays out
in the | ocal areas because the | ocal area econony has been
much nore — there is much nore volatility there than there
is at the service territory level, or at the state |evel
It would be very interesting to see howthat will play out,
as well as climate and the interaction between climate.
There’s been a |l ot of work done on climate change and its

i npact on energy demand, and | think we could — we don’t
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need to really reinvent the wheel here, we could just kind
of pick up on sone things that are out there already. So,
to the extent that there was a workshop schedul ed for
| ooki ng at econom c uncertainty, it mght be — I would hope
that we could have a workshop that would be | ooking at how
are we projecting what the likely tenperature is going to
be, going forward, how are we doing that and are we doi ng
that consistently. And that’s all | have.

COW SSI ONER BYRON: M. Aslin, you ve al ways added
good comments on our | EPR process, and | thank you for that,
in the past. And it’s interesting, | would have never
t hought this one, so this is definitely an out-of-the-box
t hought here, and | nean that in a positive way, this is
good, we woul dn’t have thought about this one and the fact -
and | assune when you say a 2,000 to 3,000 negawatt demand
change, that is just in-state, correct?

MR ASLIN  Yes.

COMM SSI ONER BYRON:  So this is extraordinary, but
al so, don’t we know fromclimte change research that
there’s a lot of increased variability, as well, in these
tenperature variations? 1In other words, it’s nice to take a
nice sinple one or two degree nunber and put it in the
nodel, but it’s that variability problem too, isn't it?

MR. ASLIN.  Yes, that’s kind of what I — that’s why

| was saying that’s what 1'd like to see added to the
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uncertainty analysis piece, is to see what is the inpact on,
first of all, the demand forecast, but nore inportantly, how
you neet demand when you start to | ook at different ways
that the future of climate could unfold. |If you I ook at the
way that we’'re — maybe this is too technical, so if it is,
Il take it offline, but when you |l ook at what we call the
one and two tenperature scenario, so that’s the expected
val ue of the one and two, but that expected value is drawn
froma distribution, and if we |ooked at the 95'" percentile
of that distribution, we would conme out with quite a
di fferent answer about what that was, and when you think
about one and 10, used for |ocal planning, the distribution
around that, that’s the expected val ue of the one and 10,
but the distribution around that is also very large. And,
again, when you |l ook at the sensitivity of peak demand to
tenperature assunption, it starts to becone a very |arge
nunber and | think it’s something that we shoul d think about
if we’'re thinking about uncertainty in the demand forecast.

COMM SSI ONER BYRON:  So | et nme ask two questions,
one of you and one to my staff, do you know, is this factor
considered into any of the matrix of scenarios that are
bei ng devel oped by the SO or the LTTP? | think we know t he
answer .

MR. ASLIN. | think the answer is no.

COW SSI ONER BYRON: Correct. So, let nme turn to ny
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staff, do you guys want to add another variable to your
highly inprecise analysis at this point? 1In other words,
|’mreally asking — I’mnot |ooking for a conmmtnent from
you, I'’mtrying to understand, would this nmake nmuch of a
difference in the analysis that you re doi ng?

DR, JASKE: | think that we need to figure out a
means by which this project can enconpass the kinds of
things that M. Aslin is tal king about. Wen we’'re focused
on, you know, what is the predicted value 10 years from now,
you know, we get hung up on all kinds of precision things.
And to the extent this is what we’'re overtly trying to
recogni ze, the uncertainty that exists either about future
assunptions, or nethods of translating assunptions into
results, we need to figure out howto be a little nore free
about how we do that translation and enconpass things in
maybe a softer way than we m ght have traditionally tried to
do. So, I — we'll try to go down that path.

MR. ASLIN. | appreciate that. Thank you very nuch.
And I’ m nore than happy to work with staff on anything that
you' re working on. | think the last round of the IEPR, |
woul d say, was very insightful and | think the working
relationship with staff really inproved quite a bit, and |
hope that that will follow through on this next 1EPR |’ m
really | ooking forward to that.

COW SSI ONER BYRON: Great, and that’'s what | neant
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earlier by ny comments, your contributions were very
hel pful .

COW SSI ONER VEI SENM LLER:  Yeah, | had a foll ow up.
Tal ki ng about the econom c uncertainty, | guess -
historically, ny inpression was that sone of the issues
peopl e have ran into in uncertainty is not considering
changi ng denogr aphics, so the classic exanple when you | ook
at the ‘50s electric forecast, it sinply didn’t consider the
shift of wonen into the workforce, or the shift to suburbia,
and thus the nodels were — the results were not that useful.
So, | think one of the things that we're trying to tee-up
for the uncertainty workshop is al so the denographic
uncertainties in terns of what is going on in California
with sort of aging popul ation, potential |ifestyle changes,
you know, tal king about what is going on with inmm gration
out of state, but | think it’s inportant that we think about
sonme of the denographics or sort of sociological changes,
too, that mght well affect our econom cs and our | oads over
the long term

MR. ASLIN. Yes, | think that’s very inportant. |
woul d just say, just anecdotally, that one of the things we
noticed during this econom ¢ downturn was that our
residential demand actually went up, and the question was
why did that happen, and | think the answer was naybe it was

because there was nore people at hone.
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COW SSI ONER BYRON:  Yes.

MR. ASLIN.  And so, you know, with the aging of the
popul ation that m ght be sonething that we’'re really not
fully considering in the nodels that we have because we're
focused on sone other things. So, you' re right, there are
these kind of long termtrends and denographics are really
what drives a |lot of the demand forecasts, the economc
cycle is up and down, but the denographics are there, they
have a nuch nore, | think, maybe inertia.

COW SSI ONER VEI SENM LLER:  Yeah, and | was going to
say, on your point on the climte stuff, the weather stuff,
| nmean, that was very very good, | know at one point | tried
to |l ook at the Western Gas dermand and tried to | ook at 40
years correl ations, and the distributions of tenperatures
are by no neans Gaussian, or | never could find a sinple fit
and the correlations across the regions, again, were not
predi ctable. The only thing you could ultimtely just
basically just keep running weat her tapes to see what the
vari ation | ooked |Iike and, of course, going in the future
you can’t just sinply say, “Let’s focus on the |last 40 years
and crunch that through.” So, how to take that into account
is going to be very interesting and very chal |l engi ng.

MR, ASLIN. It will be, but there has been quite a
bit of fundanental research and stuff done on that, so — and

the climate change nodels have conme a long way in terns of
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having a nore specific regional granularity than they had
previously, and we could pick up on that sort of work that’s
been done. So, that was all the comments | had, actually.

COW SSI ONER WEI SENM LLER:  That’s great. Thanks.
| nmean, certainly the nore you can point us to the existing
research and we can build off of it, the better.

MR. ASLIN. Right, thank you.

M5. KOROSEC:. Anyone el se here in the roon? Ckay,
we do have a couple people online, too, | just wanted to
note that we need to hit them before we w nd up.

MS. RASBERRY: Good al nost afternoon, Conm ssioners.
Tamara Rasberry representing the Senpra Energy Uility
Conmpany, San Diego Gas & Electric, and Southern California
Gas Conmpany. And | don’t want to bel abor what's already
been said fromour sister |1 OUs, whose points that we agree
with, so I’'ll just reiterate quickly that the Senpra Energy
Utility Conpani es do support the Conmission’s efforts on the
| EPR this year, and | ook forward to working with you and
providing all the data resources that you need. W’re also
encouraged to see that the Comm ssion wants to coordi nate
with other efforts throughout the state to do pieces of
this, as stated earlier, coordinating — collaborating, |
should say — wth the CPUC s LTTP process. And we al so
agree with the statenments made by PG&E and Edi son earlier of

maki ng sure that the Comm ssion keeps a wi de range of
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scenari os as they nove forward on this Needs Assessnent
Pl an, and consider any facts that may come up that aren’t
part of the State’'s policy plans currently. Thank you.

M5. KOROSEC: All right, anyone el se here in the
roon? All right, could you open — oh, we have Carl Zchella
on the Iine, who wants to make comments. Carl, go ahead.

MR. ZI CHELLA: Thank you, good norning. This has
been a very interesting workshop and, first of all, | wanted
to say, as a stakeholder in a Renewabl e Energy Transm ssion
Initiative, Western Governor’s Western Renewabl e Energy Zone
process, and the Western Electricity Coordinating Counci
Transm ssi on planning process, | think the statew de focus
that is being proposed here is really inportant, but | also
want to enphasize the need to | ook nore broadly.

California, although it’s the |argest consuner of
electricity in the West, is part of this integrated system

that benefits us in many ways, and can benefit us in many

ways. |’'mrepresenting today the Natural Resources Defense
Council, | should say, I"'mthe Director of Wstern
Transm ssion for the NRDC. | wanted to first touch upon the

i ssue of coordination between the agencies. Steve Kelly
raised this issue and the desire to not add |ayers, but to
add efficiency, and to the extent that we can address these
t hings, and get the various parts of our transm ssion

pl anni ng network to function together, | think the better
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off we're definitely going to be. And part of the reason
for that is because we need to really | ook better at how we
bal ance our resources across these different jurisdictions.
| noticed in the docunent that there was an enphasis on
bal anci ng area authorities focusing on their own
territories, and even as we're trying to | ook statew de at
this, I think one of the key conponents we’'re going to need
to consider as we try to judge how nuch transm ssion we’'re
going to need in California to nmeet our renewabl e energy
goal s and our overall energy goals, is how we can best take
advant age of the advantages across our system The comments
that were nade fromthe representative of Arizona, |
t hought, were interesting fromthe standpoint of wanting to
coll aborate nore with California in terms of exporting power
to the State, but | would also urge that we consider these
relationships, not just with Arizona, but Nevada, Oregon,
and other states, in terns of bal ancing services to the
Gid, and better taking advantage of the strengths of
various types of renewabl es that we have across the regions.
This follows on the kinds of planning being advocated by the
Federal Energy Regul atory Conm ssion across the entire
country that is calling for broader regional planning for
transm ssion across regions, jurisdictions, and assessing
the benefits of conplying with Federal and State policies

i ke our own AB 32, as positive attributes for assigning
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cost allocation for transm ssion. These are trends that |
t hink we ought to get ahead of and be part of and not just
| ook inward quite so nmuch. Being able to bal ance across
br oader geographic areas neans we may need to build |ess
transm ssion, or it nay enable us to zero in on the
transm ssion that truly is, and to use RETI and California
Transm ssion Planni ng G oup parl ance, RETI being the
Renewabl e Energy Transm ssion Initiative, you know, | east
regrets sorts of decisions about what to build, things that
are truly going to benefit and enhance the stability,
reliability, and the ability of the systemto integrate
vari able resources. So, | want to really encourage a | ook
at bal ancing area coordination in ternms of the transm ssion
infrastructure needs that we're going to need, and |I did not
see that enphasized as strongly as | would have |iked,
anyway, in the staff papers. So | wanted to encourage that.
Also, | wanted to praise the enphasis on | ooking at storage
capacity. This is sonething that is com ng of age right
now. W' re |ooking out five years, seven years, and as
ot hers mentioned, the traditional transm ssion planning
cycl es about a decade, you know, | do think w thin that
frame, we’'re going to see the kinds of innovations and
storage that we’ ve been expecting. W do have sone rather
significant storage capacity projects out there already, the

30 negawatt battery project, for exanple, in Texas. These
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things can play a critical role in helping to snmooth out the
variability of our renewabl e energy resources as we go to 33
percent, and I want to nention, and beyond because we have
AB 32 greenhouse gas reduction goals, and as was poi nted out
by the PGE representative, a great deal of uncertainty
about how climate will affect our energy consunption needs,
going forward. So, | support the idea about incorporating
climate inpacts on energy demand and consunption in our
transm ssi on and generation needs, as part of the
uncertainty analysis that we'll be looking at. | think |1
stop there. | wanted to thank you for doing this and
especially for looking statewide, it really is inportant and
| do think, to the extent that we can figure out howto fit
our pieces together, rather than have things done, as Steven
Kelly so passionately pointed out, sequentially or adding
| ayers that could create additional duplicative review W
really need to avoid that if we’'re going to hit our clinate
goals, and | know that’s not the intention, but | do know,
as was indicated actually by sone of the comments today,
that people are well and truly seated in their silos and not
always willing to step out of them and if we’'re going to
use all the various attributes of our Gid, from punped
hydro in the Central Valley, down to desert solar, and
hopefully large solar in the Southern San Joaquin, you know,

we’'re going to need to | ook across these silos both in terns

Cdifornia Reporting, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

106

of policy regulation and system operation, and | know that’s
a difficult thing to do because our institutions were
created along the way sort of as we went, but nowis the
time to sort of think about how we can make these things
operate, get the maxi num benefit out of our existing Gid,
to build the enhancenents and network upgrades we actually
need to build, and not to build stuff that we don’t need to
build, so that we can keep public support behind the
transm ssion infrastructure that we’re going to need in the
com ng decades.

CHAI RVAN DOUG.AS: Thank you, M. Sichell a.
Questions?

COW SSI ONER BYRON: No real questions, M.
Si chel la, but thank you very much for your conments, very
hel pful. And here we're trying to | ook at, you know,
statewide -- all these issues on a statew de basis and you
trunp us and say we really ought to be | ooking regionally,
so point well taken.

COMWM SSI ONER WEI SENM LLER:  Yes, Carl, certainly
t hanks for your participation and we | ook forward to your
hel p this year.

MR. ZI CHELLA: Thank you.

M5. KOROSEC: All right, that’s the end of the
comments that we have fromfolks online. |s there anybody

el se here who would Iike to make any kind of coments? Al
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right, then | think we are to Next Steps.

As we nmentioned earlier, witten comments are due
Decenber 10'" at 5:00 p.m and, Mke, did you want to talk
agai n about your willingness to neet with outside parties to
di scuss this further?

DR. JASKE: Yeah, just in case anyone didn't hear
that, we are, as | said, very nuch at the design stage of
this. W’'re happy to neet with fol ks who want to tal k about
this in nore detail, and we’' Il try to figure out how to have
sonme internedi ate steps at a mni mum where we can sort of
share progress as it goes.

CHAl RMAN DOQUGLAS Thank you, Dr. Jaske.

Comm ssioners, are there any closing comments? Conmm ssi oner
Byron.

COMM SSI ONER BYRON:  Thank everyone for their
coments today and we do | ook forward to the additional
witten cooments that we will receive. | jotted down sone f
the main nmessages that | got — do no harm don’t duplicate
effort; don’'t add another layer to existing process. In

ot her words, when | add these all up, they say “don’t nmake

this nmore difficult than it already is.” | turn to ny
staff. If but only we could have gotten rid of the need
assessnment phraseol ogy, but as you'll read in the paper,

they kept it for various reasons and it does bring up these

concerns. W’ ve got it, okay, we appreciate the concerns —
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al so being spread nore thinly, I’mvery conscious of that
wor ki ng in Governnent service and just seeing how nuch
effort has to go into everybody covering all these bases and
keeping track. You all do an extraordinary job, but | know
we don’t make it easy for you. | particularly liked M.

Sil sbee’s comment, and | think it’s correct and accurate,
that this analysis will be increnental and not definitive.

| hope that addresses sone of your concerns, it is not
precise, nor do | think it transgresses on others’ turf. |
woul d ask you to consider what the future will be like if we
don’'t begin as a state to take on or undertake this work.
[l draw nmy conclusion; | think we wll have anot her energy
crisis of different proportions and of a different kind in
this state. M. Smith is probably enjoying hinself,
listening to California go on about all its constraints and
i ssues, as he says “take our renewable power.” And there
are issues around that which we have to deal with, as well.

| think the agencies, the I OQUs, the devel opers, are going to
have a nmuch nore difficult tine if we do not begin to
undertake this kind of an analysis and integration effort
now. And perhaps, in addition to informng us as a state,
perhaps the best result fromall of this could be that it
woul d provi de sonme consensus, or be the basis for justifying
the no regrets kind of projects that we know we will need to

undertake. And | guess one |last comment, a couple of folks
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i ncluding our owmn staff indicated the potential val ue of
returning to the procurenment review groups, we all |ove
access to information, M. Vidaver is an info junky, and |
think we all are, we like information and that’s what we
thrive on around here. But, as Comm ssioner Wisenm ||l er
poi nted out, even if we got to see it, and have access to
it, it’s not usable to us in our docunentation and the
analysis we do. As one of ny fell ow Comm ssioners says, we
don’t know what we don’t know, but we do have a conpletely
public and transparent process here at this Conm ssion. Qur
work and analysis will be conpletely open to review,

comment, and criticism but | think, in the end, it’'s going

to be nuch nore informative. | think, in the end, it’s
going to be of value and | hope that you will all take it
that way. | apologize to those that comrented because |I’'m

very synpathetic that it is going to take sone tine and
effort to participate in our process, and it’s enriched
because of that participation. So, Madam Chair, | appl aud
the efforts of the IEPR Conmttee this year and goi ng
forward next year in undertaking this analysis. W, of
course, put this recomendation in the "09 IEPR, | would
have |liked to have seen this work done a couple of years
ago, and it will not be conpleted in any definitive way this
year, it will probably have to be reeval uated and | ooked at

again, but if we don’'t begin undertaking this now, we're
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going to be behind the eight ball once again when all these
i ssues becone nuch nore critical than they currently are.

COW SSI ONER VEEI SENM LLER:  Yeah, again, | certainly
would i ke to thank the staff for putting up the straw man
for people to react to, and obviously we’ve gotten a | ot of
reaction, and certainly appreciate the coments, and as
Comm ssi oner Byron indicated, certainly urge everyone to
provide witten comments. | think what we’'re | ooking for in
the witten comments, again, are ways to deal wth, again,
what I’'Il characterize as the issues, the bottlenecks, South
Coast is one exanple, certainly the energing greenhouse gas
Regs are another, to do that efficiently and effectively
given state resources, and to think a little bit about the
phasi ng, you know, we’ve laid out sort of an opti nal
process, we realize that sone events, | think, as we were
scoping this, have sort of slid back in tinme already, so
that I think, as we |look forward, certainly | think we have
to be thinking of a nulti-year process to get to where we're
going, with this being our first steps, as opposed to
definitive or getting there, but, again, what’s the nost
efficient way to do this so that we can nake sone progress
this year, sone nore next year, and sone nore the foll ow ng
year. By “this year,” | should be saying 2011, as opposed
to 2010. But anyway, nore steps as we go forward to

ultimately help give this sort of road map and presumably
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I inking that back to our siting decisions, ways to sinplify
things. So, again, | think we have a straw man, we’'re
certainly looking for proposals, | think the proposals
shoul d hel p us reshape it, but expect that we need to nove
forward in this direction. So, thanks again for your help.

CHAI RVAN DOUGLAS: And I'd like to join ny fell ow
Comm ssioners in thanking everyone who participated in the
wor kshop. We certainly have a lot of work to do and | agree
that it’s incremental and that we’re building on what we
have, and integrating and synthesizing, and identifying
areas where we absolutely need nore work. So | appreciate
everyone being here, look forward to receiving the witten
comments, and thank staff for their work in getting us going
in this process. So, with that, seeing no nore public
coment, we are adjourned.

[ Adj ourned at 12: 06 P. M ]
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